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Essays were not written for publication, for which they aro 
unsuited; hut the first throe were published in order that every 
possible objection to the proposals they contain might be elicited. 
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The subsequent Essays contain answers to various objections; and 
No. 6 is a paper read before the Society of Arts, Indian Section, on 
the 29th March, 1878. 


The desultory irregularity of the collection arises from the cir¬ 
cumstance that the Author, being unacquainted with the reasons 
which prevented the immediate adoption of so simple and very 
easy a remedy for an evil of such vast importance, made it his 
duty, from time to time, to answer every objection of the. least 
importance which, in any way, came to his knowledge. 


Eor those who do not wish to study the whole discussion, the 
proposed remedy may be, perhaps, sufficiently explained by reading 
Essay I. para. 13; Essay V, paras. 80 to 84; Essay VI. omitting 
paras. 57 to 91; Essay VII. para 21 and 23. 


Besides a copious Index, especial references aro given to some of 
the arguments in reply to popular objections. 


h 


J. T. S. 


20 th June, 1878. 


The accompanying essays were written with the 
sole object of assistance to the Indian authorities., 
in discussing the means of remedying the very serious 
embarrassment caused by the depreciation of silver 
arid fall of the Indian exchanges. 

The Author has for many years past endeavoured 
to advocate the adoption of the only measure which, in 
his opinion, would be permanently satisfactory; namely 
the substitution of a gold for the present silver standard 
of value in India; a change which, if carried out ac¬ 
cording to the methods he lias proposed, is easy to be 
effected, not only without expense, but with, the early 
and final extinction of the very heavy losses now 
experienced. 

The proposals are published, in order that every 
objection to them may be brought forward and fully 
considered. It would be presumptuous to expect that 
they will not be found to contain many defects; but 
it must not be forgotten that a very serious and 
alarming difficulty has to be surmounted ; and if any 
of the suggestions offered for that purpose should 
survive the test of searching criticism, it is humbly 
/rusted they may have the honour of being made useful 
n devising the means for its solution. 

The first essay contains a statement of the measures 
•roposed, and an enquiry into the anticipated objections 
hereto ; the second and third essays contain answers 
o some further objections which have been received 
p to the present time. 


1st September , 1876. 
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OF SOME OF THE EXPLANATIONS CONTAINED IN 
THE FIVE ESSAYS. 


Absorption 
Abolish ed. 
Action. 


Accumulate, 


Of flood. Essay VII.. Note to para. 36 and para. 61. 
Essay VI., 118. 

Objection that no action of the Government is acces¬ 
sary. Essay I., 63. II., 28 and 29. III., 42. 
IV., 15 to 20. VII., 38 to 52. 

Or proper. Essay IV., 43. V., 74 to 83. 

Explanation of tho action of a standard in regulating 
a currency. Essay V., 4 and 6. v l., 62 to 69. 

Gold would accumulate in India. Essay !•> 12. 
ITT , 53 . V., 83. VI., 101 to 104. 


Accumulation. Of coins. Essay VI., 119. 

Addition t.0 Essay VI., 11. 

Currency. 

Advantages. Essay VII., 60. 


“Agio’' or 
“ batta.” 


Aggravate. 

Alternative 

Standard. 

i t 


Might be considerable at first. Essay L, 14. H>» 

31, Note. V., 67. Notes II., para. 22. 

Would be no impediment. Essay II., 31. V., 67. 

Objection that stopping the coinage of silver -would 
aggravate its fall See “ Coinage. 

Essay VII., 17. 

Doubt whether the rupees would be “appreciated." 
Essay I., 19 to 27. II., 2 to 17, 19 and 30 and 51. 
III., 10 and 20 to 22 and 31 to 33 and 35 and 41 and 
46 and 50 to 64. IV., 2 and 3 and the (^rotation in 
11, also 12 and 41 to 42. V., note to para. 10, 

also 86 and 87. 

Objection that highly “appreciated” rupees would 
lead to forgery and smuggling. See “ Forgery. 






“Appreciated. 

Arbuthnot, G. 
Artificial. 

Assay. 

Attempt. 

Automatic. 

Automatically. 

Avoided. 

Bad. 

Balance of 
trade. 


Ballard. 

Barter. 

Bi-metalism. 

Bills. 


Bombay. 

Boots. 

Bounty. 
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) Tokens may be appreciated. Essay HI., 41. 

Rupees already appreciated. Essay III., 10. 

Essay VI., 22 and 83. 

Doubts whether the artifi ial value of the rupee* 
could exceed their metallic worth. See “Appre- 
ciatdd.” See “Value,” 

Gold paid-for after twenty days. Notes II., para. 21. 

Essay VI., 22. 

Proposed system thoroughly automatic. Essoy TV., 
9 and 12; V. 76 and 79 to 83 

Essay VII., 21. 

Essay Vn.,1. 

Objoction that the proposed currency would bo a very 
bad ono. Essay V, 56 to 65, and 72 and 83. 

Objection that the proposal is based on an expected 
balance of trade, and would destroy that balance. 
Essay III., 11 to 18. V., 46 to 48. The balance 

of trade is in favour of India. Essay I., 35 to 36 
and 39. III., 13. V., note to para. 68. 

Colonel. Essay VI., 98 to 101. 

Essay VI., 61 to 67. 

Coins not always bartered. Essay II,, 16. 

Essay II., 33 to 40. 

Council bills, see “ Council bills.” 

Council. Essay VI., 49 to 56. VII.-, 21. Hinder 
remedy, VII., 26. VH., 30. 

Competition for. Notes II., paras. 6 and 7. Essay 
VI., 45. 

Chamber of Commerce. Essay VII., 13 to 28. 

Pair of. Essay I., 21. 

i * 

Props, exports. Notes I., para. 7. 

* ’ 


Breach of Faith, Objection that to chang'd the standard would be a 
breach of faith. Essay I., 45. VI., 82 to 93. 
VII, 1 to 12. 

Bucket of water. Essay YI., 14. 

Bullion. Silver, how sent to India, Essay VI., 47 and 48. 

Calculation, Of tlio cost of gold and tko rato of exchange. Essay 

IV,, 8. V., 78, and note. 

Calcutta. Review, Essay VI, 91. 

Calico Sheeting. Essay VII., 10. 

Cateris paribus. Essay VI., 66. 

Cernusohi. His scheme considered. Essay H., 33 to 40. 

Change. -The bugbear of so “ momentous” a change. Essay 

II, 51. 

Doubt whether the Government ought to mako any 
change. IV., 44 and 45. 

Beatification of the Indian Standard not a momentous 
change. Essay II, 51. 

Cleopatra. Essay VII., 16. 

Coins. Unlawful coins. Quantity necessary to produce any 

serious evil. Essay I, 29. V., 23 and 25. 

Restriction of the legal tender of silver coins. EsBay 
I. Note to page 28. 

Coins not always bartered. See “ Barter.” 

Smuggling of coins. Essay II., 18. V., 31 and 36; 

Gold coins, why not demandable at first. Essay 
in., 41. 

Objection that foreign coins and bullion would bo 

imported and put into circulation. Essay I. 23 
and 43. 

That the gold coins would bo collectod and exported. 
Essay I, 44, second part, page 25. 

Difficulty of getting rid of unlawful coins. See 
“ Difficulty.” 

Gold coins would at first command a premium. Essay 
I, M. V,. 66 to 71. 
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Coinage. Fine gold coins would be highly valued by the natives 

of India. Essay I, note to para. 13 - 

Objection that stopping the coinage of rupees would 
prevent remittances. See u It omittances. 

Doubt that stopping the coinage of silver would 
aggravate the fall in its price. Essay I., 40. IIL, 
44 and 45. IV., 39 and 40. V., 77. V1L, 21. 

Objections to stoppage, a mistake. Essay V., 80. 

Difficulty of re-coining the whole currency Essay 

II, 32, latter part. VI., 29. 

Difficulties of unlawful coinage. Essay I, 29. II- 
18. DX, 2. V., 21 to 36a. 

Secret coinage, to serious extent, impossible. Essay 

V., 25. 

Ee-eoinago of the present rupees unnecessary. Essay 
It., 32, page 48. 

Effect of stopping tho coinage of rupees. Essay 

III. , 4. Notes L, 1 to 4. Essay VI., 44 and 45. 

Coinage, open. Effects of. Essay VI., 14 and 19. 

Commerce. Objection that the proposed measures would be an 
obstacle to commerce. See “ Confusion. 

Commerce of India, increase of. Essay I, 7 to 9. 
Commerce will take care of itself. Essay I, 36 

and 39. ' 

Bengal Chamber of Commerce. Essay III, 3. Bom¬ 
bay ditto. VII. , 13. 


Commission of 
Enquiry. 

Commodities. 


Essay VI., 23. 

Doubt, that tho proposed measures would affect die 
priocs of commodities. Essay I., 16. IV., 2 and 3. 


Compensation. 

Confusion. 


Connection 


Essay VI.', 116. VII., 20 and 37. 

Objection that the measures proposed would produce 
confusion. Essay III, 3 and 4. IV., 13 and 18. 
V., 37 to 43, and 48. 

Between price of gold and exchange. Notes 
para. 5. Essay VI., 56. VII, 25. 
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Convenience, 

Cost. 

Costliness. 

Costly. 

Counterfeits.. 
Council Bills. 

Crisis. 

Currency. 



Public. Essay YTL, 21. 

Cost of gold dependent on the rato of exchange. 

Essay I., 42, also 44, 2iidly^ V., 78. 

Cost of gold. Essay 1Y., 8. Y., 78 and 81. 

Of a Gold currency. Essay I.. 11 and 12. IT., 2 
and 26, and 31 and 43. III., 14 and 19. IV., 
6 and 12. V., 76. VI., 98 to 104, and 113 to 114. 

Essay VI., 20. 

Cost of gold compared with rate of exchange. Essay 
IV., 8. V., 78. Notes I., par. 4 to 6. Essay VI., 

56. VII., 25. 

Objection that the proposed measures would bo costly. 
Essay IV. C and 12, and middle of 19, at foot of 
the page, and 35. V., 91. VIE, 37. 

Essay I, 28. II., 18. JIL, 2 and 25 to 28. V.; 21 

to 36. 

Doubt that the Council bills will rko r to'2s. the rupee. 
Essay I., 16 and 49. III., 39; also 52. Vi. 45 

Essay VI., 49 to 56. VII., 21. Hinder remedy) VTL, 
26. VII., 30. To all coiners, Note I., par. 2. 

Monetary. Essay YX, 89, and 99. 

Objection that gold is not suitable. 'Essay I., 31 to 
33. V., S3. 

Objection that the currency as established by my 
scheme w ould be a very bad one. Essay V., 56 and 
62 to 65, 70 to 72, and 81 to 83. 

Objection *to Government regulating the currency. 

V:, 75 to 77 and 79. Also 82 and 83. 

Apprehended difficulty of recoining the whole cur¬ 
rency of India. Essay XL, 32, latter part 
Objected difficulty of providing a currency. Essay 
EL, 44, 

Explanation of the action of a standard in regulating 
a currency. Essay V., 4 and 6. VI., 62- and 65 
to 69. 

Probable demand for currency 40 years hence. Essay 
IV., 22 to 24. V„ 23. 




6 



<SL 




6 

Effect of unlawful coins on the currency. Essay V., 
23 and 24. See “ Effect.” 

Gold currency unnecessary. Essay II., 43. III., 
14, and 19, and 59. IV., 6. 

Indian currency would be similar to that of France at 
first. Essay I, note page 17. 

Currency different from a “standard.” Essay II., 
21 to 23. III., 12 to 15. 

The currency would be regulated by gold according 
to my proposal. Essay L, 16 and 40. II., 45 
Y., 16. 

The currency must be increased. Essay III., 15 
and Y. note to para, 10. 

Annual addition to. Essay I., 9, YI., 11. 


Currency law, Amount of. Essay YI., 11. 

Effects of. Essay YI., 14. 
,E8say YII., 35 and 37. 
Essay VI., 7. 


“CurrenV’value 

Danger. 

Degradation 


Of currency. Essay YII., note to para. 36, page 20 
and 51. 

Demand. Probable demand for currency 40 years hence. Essay 

IY., 22 to 24. V., 23. 

And Supply. Essay YI., 75. VII., 20. 

Demandablft Why gold coins are not domandable at first. Essay 

in., 41. 

Gold coins not deinandable. Essay YI., 40. 

Depreciated. The rupees not depreciated at present. Essay L, 
50 to 51. II, 17 and 25. III., 10. V., 13 and 

note. 

Depreciation. Essay YII., 27. 

Depression. A groat permanent depression in the price of silver 
not probable. Essay V., 35. 

Diffusion of Effect of the natural diffusion of silver on the Indian 
silver. revenue, if no action be taken. Essay I., 52, 

III., 6. YII., 38 to 52. 
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Disrating. ’ 

Essay V., 34, HI., 29 and 30. 

Destroy, 

Objection tiiat yay proposals are based on an expected 
balance of trade, and would destroy that balance. 
See “ Balance of'Trade.’’ 

Diagrams. 

Diagrams of the value of rupees and silver explained 
Essay V., 40 to 41. Vide Appendix. 

Difficulties. 

Essay VI., 67 to 60. 

Difficulty. 

Of re-coining the whole currency of India. Essay 
II., 32, latter part. VI., 20 and 31. 

Objected difficulty of providing a currency. II. 44 . 

Of a double Standard. II, 45. V t) 4 to 16. VII, 16, 
Of coinage. II., 18. III., 2 . V., 25, and 36a, 

VI, 111 and 112 . 

Of getting jjid of unlawful coins. II, 18. Ill, 2 ., 
and 20-27. IV., 28. V., 26 to 33 . 

Supposed difficulty of procuring gold. Essay II, 20 
and 20 , and 43. Ill, 19. iV,, 8 . V. 78. See 
“Gold.” 

Difficulties of M. Cernuschi’s proposal considered. 

. Essay II., 33 to 40. 

Various difficulties stated and answered. Essay II. 
41 to 50. 

Of raising the rate of exchange. Notes II, paras. 

5 to 8 . 

Disorder of 
Finances. 

Essay VI., 7. 

Distribution. 

Of the precious metals. Essay VI., 94 to 106 . 

Disturbance. 

Essay VI., 118. VII., 35 and 36, and 51. Notes I, 
par. 11 . 

Dollars. 

Objection that dollars, foreign coins, and bullion will 
be put into circulation instead of rupees. Essay 
L, 23 and 43. 

Dominant. 

Gold currency, Essay VI., 43 and 81. 


Double Standard- Not proposed. Essay V., 1.6, also YU., 10. 
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Drafts, 


s 

The heavy drafts of the Secretary of State do not 
disturb the exchange if continued uniformly. Essay 
Y. Note to para. 68. 


Dress. Young lady buying. Essay Vl, 77. 

Duty. Duty of the Government to maintain and restore the 

standard. Essay IL, 28 and 29, and latter part of 51, 
IV., 20, and 44, 45. 

Economic causes, Essay VII., 38 to 40, and 46 and 51 and 52. 

Economist. Editor of Notes I.* para* 10. 

Effect. Effect of unlawful coins on the currency. Essay IY. r 

26, 2ndly to 4thly. V., 21 and 23 to 24. 

Effect of the natural diffusion of silver, if no action b^ 
taken. Essay I., 52. III., 6, VII, 38 to 52. 

Effect of legal tender, as to value in exchange. 
Essay ITT., 32. 

Embarrassment. Serious. Essay VI., 7 and 8, VII., 28. 

Entrepot* Objection that by my proposal India would lose the 
advantage of bemg an “ entrepot ” of silver for tho 
East. Essay V, 49 to 53. 


Equilibrium. 

Ernest Seyd's 
paper. 

Essential Mea¬ 
sures. 

Estimate. 

Evils, 


Essay VII., 46. Notes II., para. 11. 

Essay VI., 27. 

Essay VII., 21 and 33 

Estimate of the amount of currency required by India 
40 years hence. Essay IV., 22 to 24. V., 23. 


Present. Essay VI., 1 to 3, and 8 & 9, VII., 44 and 45. 
Causes of. Essay VI., 17 and IS. 

Examination* Official. Essay VI, 121. 

Exchange, See “ Bate ” of exchange, 
rate of. 


Course of. Essay VI., 14, and 44 to 46, and 108 to 110. 
VII., 33. 


Exchange, 
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Expanding cur¬ 
rency. 

Strengthening. Essay VL, 25. 

No lowering. Essay VI., 13. 

With China. Notes II., paras. 25 to 29, 

Essay VII., 48. 

Expectant altitude. Notes I., par. 12. 

Explanation. 

Explanation of tho diagrams of the value of rupees and 
silver. Essay V., 40 and 41. 

Of rny proposals. Essay I., 13. II., 41 and 42 to 
50. V., 18, and 77 to 83, and 90. 

Export. 

Export of gold by merchants not required. Essay 
V., 70. 

Tho same quantity of silver would be exported to 
India as before, until the exchange roso to 23. 
Essay IV., 39, 40. V., 77. 

^he Secretary of State would export silver—instead of 
the merchants. Essay V., 77. 

Exporta. 

Chocked. Essay VI., 4, Prices governed by Ex¬ 
change, VII., 26. Notes L, par. 6. 

Exported. 

Objection that gold coins would he collected and 


exported. Essay I., 44, page 25. 

Fanciful sketch. Essay VI., 39. 

Fairy, Or Magician. Essay VI, 34 and 35, and 38. 


Faith. > 

Broach of. Essay 1., 45. VI., 82 to 93. VII., 1 to 
12. 

Finance 

Minister. 

Essay VI., 7. 

Finances, 

Disorder of. Essay VI., 7. 

Five-franc 

pieces. 

Essay I, 27. V., 31. 

Fix. 

Tho rate of exchange how fixed. Essay I,, 16 and 41 

Hooding. 

Fluctuation. 

Essay VII., 21 and 27, and 43 and 47, and 53. 

Essay VI., 15. Notes, I., paragraph 8. VII., 11, 
and 44 and 55. 
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Forgery. 


Franco. 

Fraudulent 

coina.go. 

Free coinage. 

Germany. 

Glut, 

Gold. 
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Objection that highly “ appreciated ” tokens would 
lead to forgery and unlawful coinage and smugg¬ 
ling. Essay L, 28 to 29. II., 18. III., 2 and 25 
to 28. IV , 21 to 26. V., 20 to 36a. VI., Ill 
and 112. 

Essay V., 31. VII., 28. 

See “Eorgery.” 

Objected to by the merchants. Essay VI., 19. 

Essay VII., 25. 

Glut of currency. Essay I., 24. 

Abundance in India. Essay I., para. 13, note. VI. 98. 
Reserve of gold. Essay I., 39 and 48. H > 50. 
Supposed difficulty of procuring gold. Essay II., 20 
and 26, and 45. III.. 19. IV., 8. V., 78 

Future price of gold. Essay II., 50. 

“Why gold is not to be demandable at first. Essay 
in., 41. 

Gold will naturally flow into India when the exchange 
is 2s. the rupoo. Essay IV., 8. V., 78. 

Objection that gold is not statable for a currency for 
India. Essay I., 31 to 33. V., 83, and 92 note. 

That merchants will not take gold to the mints. Essay 

1., 42. Also 44. II., 31. III., 53. IV., 8. V., 
78. 

Annual supply. Essay VI., 103. VII., 22 to 25. 

Notes IL, paras. 15 and 19. 

That the gold will be collected and, exported. Essay 
I, 44, page 25. 

Objection that Government could not afford to buy 
the gold. Essay II., 26 and 41. 1st— and 43. 

111., 19, VII., 22 to 25. 

Objection that the change to gold would he resented 
by the people. Essay II., note to page 47. V., 92. 
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Cold. 


Government. 


Grains, 

Gravity, 

Greenbacks. 

Handbook. 


Statement that gold would rise to a premium after 
the exchange was 2s. the rupee. Essay V, 64 and 
65, and 70, and 78. 

Export of gold from India not required. Essay V., 70. 
A gold currency not necessary. Essay II., 21 and 
43, III., 14 and 15 and 59, IV., 6. 

Cost of gold. Essay IV., 8. V, 70 to 73. Also 78 
and 81 . 

Cost of gold compared with rate of exchange. Essay 

IV. , 8., V., 78. VI., 55. Notes, I., paras. 4 
and 0. 

Quantity of gold in India. Essay I., 9. Note to para. 

13. Also 38. V., 88. VI., 98 and 103. 

Gold would accumulate in Indip. Essay I., 12 
III, 53. V., 78 and 83. 

Fine gold would bo highly valued in coins. Essay I. 
Note to para. 13. 

Value and price. Essay V.,78. VI., 106. 

Objection that it would he wrong to interforo. Essay 
I., 18 and 53. IT., 28 to 29. VI., 20. VII., 
38 to 52. 

The Government not called upon to provide precious 
metal fox’ coinage. II., 20. V., 82 and 83. VII., 21. 

Objection to their regulating the currency. Essay 

V. , 75 and 79. Also 82 and 83. 

Could not afford to buy the gold. Essay II., 26 and 
41. 1st and 43. III., 19. Vlt., 22 to 25. 

Objection that no oction is necessary or proper. See 
il Action.” 

Duty of the Government to maintain and restore the 
standard. Essay II., 28 and 29. VII., 10 and 11. 

Of Silver. Essay VT., 85 and 86. 

Laws of. Essay VII., 42. 

“ Appreciation ” of greenbacks. Essay L, 25. II., 13. 
Essay VIT., 29. 



Boarded 

rupees. 


Hendriks. 

Hoards. 

Hundred. 

Inconsistency. 

Increase. 

India. 


Interfere. 


Inherent evil. 

Injustice. 

International. 

Interference. 

Irrevocable. 

James Wilson. 
Keenness, 

Lady. $ 
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Proposals. Essay VXL, 30 and 31. 

Objection that hoarded rupees would be produced 
and lower the value of the currency. III., 19 ; also 
48 to 50 ; also 55 and 56. 

Government may hoard or reserve gold as well as 
others. Essay III., 53. 

Fredk. Essay VI., 29 to 31. 

Of Gold. Essay VII., 11, art. 3. 

Essay VL, 77. 

Apparent inconsistency explained. Essay V., 66 
to 69. 

The currency of India must increase. Essay HI*, 
15 and V., note to para. 10. 

Commerce of India, increase of. Essay I., 7 and 8. 

Currency of India would be like that of I ranee at the 
first. Essay I. Note to page 17. 

Balance of trade favourable to India. Essay I., 35, 
36 and 39. III., 13. 

Objection that it would bo wrong for Government to 
interfere. Essay I., 18 and 53. II, 28 to 29. 
VII, 38 to 52. 

Objection to Government regulating the currency 
Essay V., 75 and 76, and 79. Also 82 and 83. 

Essay I., 3. VI., 93. Do. cured. Essay VIL, 50. 

Essay VI., 84 to 86. VIL, 1 to 12. 

Essay VII., 11, art. 2. 

None with precious metals. Essay VI., 96. 

Proposed measures not irrevocable. Essay I, 49, 
III, note to para. 14. IV., bottom of page 8 
VI., 118. 

Essay VI., 21. VII., 1 and 3. 

Of the Natives. Essay VTT., 14 and 15, 18 and 19. 

Young lady’s dress. Essay VI., 77, 
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Litin Union. 

Policy of. Essay VI., 15. VII., 28. 

Lees. 

Dr. Nassau. Essay VI., 83. 

legal Tender, 

Restriction of the legal tender of silver coins. Essay I., 
48. Also note to page 28. 

Nature and effect of legal tender explained. Essay 
III., 21 and 32. 

Licence. 

Essay VII., 12. 

Limit. 

Limit to tlio rise in value of tlie rupees explained 

Loan3. 

Essay V., 10 to 15. 

Loans would bo facilitated by my proposals, whether 
they be raised in England or India. Essay IV., 
20. V., 94. 

Long Measure. 

Essay VII., 10. 


Losses Incurred. Essay VL, 8 and 9, and 29 and 31. VII., 32 1st, 
and 44, 3rdly and 50,3rdly. Notes L, paras. 7 and 11. 


Lowering. 

Essay VI., 13. 

Magician. 

Essay VI., 34 and 35, and 38. 

Market. 

London money market not affected. Notes II, paras. 
9 to 23. 

Marriott, 

General. 

Essay VI., 28. 


Metallic worth. Essay VI., 39 and 76, VIL, 20 and 2^, and 35 to ,37, 
Metals, Precious. Essay VI., 69. 

Merchants. Indian. Essay VI., 19.* Could not complain. Notes 


Mines. 

XL, para. 8. 

Objection that merchants would be.prevented making* 
remittances. See <( Remittances.” 

American. Essay VII., 28. 

Mint. 

Bombay. Essay VI., 98. 

Minis. 

Objection that merchants will not take gold to the 
minfs. Essay I., 42. also 44. IT., 31. III., 53. 
IV., 8. V., 78. 
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Difficulties arising from Native mints. Essay I., 30. 

V., 25. 

Need not receive gold at first. Notes I., para. 3' 
Notes II., para. 20. 

Modification of mint rules. Notes II., para. 20. 

Mischief. Of two standards for England and India. Essay I., 3, 

33 and 53. IV., 20 and 45. V., 18 and 43, end of 
para. 53, and 89, 1st. 

Essay VI,, 93. VH„ 11, 2 and 44, 2nd. 

Mistake By high authority. Essay VII., 16, also VII. ,3 4. 

Modus Operand!. Explanation of the “modus operandi ” of a standard, 
in regulating a currency. Essay V., 4 to 6. 

Notes I, 1 to 4. Essay VI., 10 and 44 and 45. 

Objection ns to the risk of so “momentous ” a change. 
Essay II., 51, page 56. 

Rectification of the Indian Standard not a “momen¬ 
tous ’ change. Essay III., 14 and 59, V. 83., VII. 33, 

Crisis. Essay VI., 89 and 99. v 

Essay VI. Note, paragraph 80. 

Of relation between gold and the exchango. Notes I. f 
para. 6, VI., 56. VII. > 25. 

Value of notes. Essay II., 21 to 23. 

Notes preferred. Essay II., 22. V., 87. 

How maintained of full value. Essay II., 23. 

Objection that the proposed measures would be an 
obstacle to commerce. See 414 Confusion.” 

Examination. Essay VI., 121. 

Effects of. Essay VI., 14 and 19. 

Of “ Economist.” Notes I., para. 10. Essay VII., 

38 to 52. 

Revenue not affected. Notes II., paras. 24 to 33 
Would lose in value. Notes II., para. 33. 


Momentous. 

Monetary. 
National Debt. 
Necessity. 

Notes, 

Obstacle to 
commerce. 

Official, 

Open Coinage, 

Opinion. 

Opium. 


Paper iaconver- The use and abuse of inconvertible paper currency 
tiblo. Essay II., note page 36. 


People. 

Objection that the change to gold would be resented 
by tho people. Essay II. Noto to page 47. 
V. 92. 

Permanent 

depression. 

A great permanent depression in tho price of silver 
not probable. Essay V., 35. 

Pendulum. 

Essay I., 28. VI., 63. VII., 10 and 16. 

Poor. 

Objection that gold is not suitable for so poor a 
country as India. Essay I., 31 to S3. V., 83 and 

92. Noto. 

Postal depart¬ 
ment. 
Precedents. 

Essay II., 20. 

Precedents quoted. Essay 1., 15. 


Trecious Metals. Essay VI., 69. 


Premium. 

Gold coins would at first command a premium. 

Essay I., 14., Ib, 31, page 47, V., 66 and 67. 

Gold would not riso to a premium after tho exchange 
was 2s. tho rupee. Essay V., 65 and 70. 

Price. 

Doubt that stopping the coinage of silver would 
aggravate its fall. See “ Coinage.” 

Objection that there would be two sets of prices — for 
gold and silver. Essay III, 37. V., 64, 65 and 

70 to 73. 

Doubt that the proposed measures would affect prices. 

Essay IV, 2 and 3. V., note to para. 13, VII., 35. 

Great permanent depression of the price of silver 
improbable. Soe t( DepressiQU.'’ 

Prices how adjusted. Essay I., 21 and 22. VI., 65 to 68 . 

Prices. 

Principle. 

Proposal. 

Proposals. 

Scale of. Essay VII., 19. 

New. Essay VI., 119. 

Essay VL, 40 and 41. 

Explanation of. Essay I., 13. II., 41 and 42 to 50. 

V., 18 and 19, 77 to 83 and 90. VII., 33. 

Objection that they arc based on an expected 
balance of trade, and would destroy that balance. 
See " Balance of Trade.” 
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Purchasing 

Powor. 

Bate of Ex¬ 
change. 


Bationale. 

Beason9 

Rectification. 

Recovery slow. 

Bedundancy. 

Refusal of Mer¬ 
chants. 

Regulating. 

Remedy. 

Remittances. 

Resented. 

Reserve. 

Reservoir. 

Restricting 
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Ess ay VII., 4 and 6, and 6 and 9, and 18 and 19. 

Calculation of the rate of exchange, as compared with 
gold. Essay IV., 8. V., 78. 

The rate of exchange not disturbed by tho uniform 
heavy drafts of the Secretary of State. Essay V. 
Note to para, 68. 

How the rate of exchange may be fixed. Essay I., 
16 and 41. VIL, 33. 

Essay VI., 62. 

For 2s. the rupee. Essay VII., 36 and 37. 

Rectification of the Indian standard not a ‘ ‘ momen¬ 
tous ” change. Essay II., 51. III., 14 aiid 59. V., 83. 
VII., 33. 

Essay VII., 27 ami 36, note — and para 51. 

Of currency. Essay VI., 73 and 80. Notes I, para. 7. 
Essay VI., 19. 


Objection to the Government regulating the currency 
V., 75 to 79. Also 82 and 83. 

Explanation of the use of a standard in regulating a 
currency. Essay V., 4 and 6. 

The true remedy. Essay VI., 32. 

Objection that remittances to and from India would 
be prevented. Essay I., 3d to 37; and 38 to 39. 
V., 65 and 70, and 80. 

Objection that the change to gold would be resented 
by the people. Essay II. Note to page 47. 
V., 92, with note. 

Reserve of gold. Essay I., 39 and 48. II., 50. 

Government may hoard or reserve gold as well as 
others. Essay UL, 53, 

Bursting, Essay VII., 4L 

Council Bills. Essay VII,, 21. 


Restriction. 

Revenues. 

Ricardo. 

Rise. 

Rupees. 


Restriction of the legal tender of silver coins. Essay 

l. , 48. Also note to page 28. 

Fixed in rupees. . Essay VI., 96, 

Essay VX, 74. 

Limit to the rise in value of the rupees explained. 
Essay Y., 10 to 15. 

Why Council bills must riso on stopping the coinage 
of rupees. Essay III., 39 and 51 and 62. VI., 45. 

Limit to the rise in the value of the rupees explained. 
Essay V., 10 to 16. 

Rupees not depreciated at present. Essay I., 60 
to 61. II., 17 and 25. UL, 10. V., 13 and note. 

m, is. 

Rupees as “ tokens ” not bartered as commodities. 

Essay II., 1 to 17. VI., 77. 

How their value is to be maintained. Essay II., 
25 and 30. III., 32 to 33 ; also 41 and 51 and 52 

V. , 86 and 87. Notes II., paras. 1 to 4, and 
VII., 61. 

Recoinage of the rupees unnecessary. Essay IL, 32. 

VI. , 32 and 33 and 39. 

Rupees at present “ appreciated.” Essay III., 10. 

VII. 21. 

Former value of rupees. Essay III., 40. IV., 46 to 
61. V,, 40, 41, and diagram 1. 

Scarcity of rupees how produced. Essay III., 47. 
IV., 11. V., note to para 10. VI., 45. 

Doubts whether they would bo u appreciated ” by 
iny scheme. Essay I., 19 to 27. II., 2 to 17, and 
19 and 30 and 51. III., 10 and 20 to 22, and 31 to 
.33, and 35 and 41, and 46 and 60 to 54. IV., 2 
and 3 and the quotation in 11, also 12, and 41 to 
42. V., note to para. 10, also 86 and 87. VII., 18. 

Objection that stopping their coinage would prevent 
remittances. See u Remittances.” 

Doubt that the value of the rupee is less than two 
shillings. Essay I., 47. Also 50 and 51. IV., 46 
to 61 VII., 34 to "7. Notes IL, para. 1 to 4. 


Sandhurst. 

Hoarded rupees would be brought forth and lower 
the currency. See “ Hoarded Rupees.” 

Lord. Essay YI., 83. VII., 1. 

Saturation. 

Essay VI., 11 and 68 and 70 and 72. 

Sayings. 

Secret. 

Secretary of 
State. 

Essay VII., 32, 3rdly, and 37. 

Coinage in secret impossible. Essay V., 25 and 33. 

Would export silvor, instead of the merchants 
Essay V., 77. VI., 47. Notes I, para. 2. 

Seignorage. 

Seignorage on gold coins not to be charged. Essay 
I., 13, page 10. 

Silver. 

Restriction of the legal tender of silver coins. Essay 
J., 48. Also note to page 28. 

Rupees not depreciated at present. Essay I., 60 to 
61. II. ,*17 and 25. Ill, 10. V., 13. VII., 18. 
Objection that stopping the coinage of silver would 
aggravate its fall. See Coinage.” 

Great permanent depression of the price of silver, im¬ 
probable. See <( Depression.” ' 

The same quantity of silver would be exported to 
India as before, till the exchange rose to 2s. Essay 


IV., 39 to 40. V., 77. Notes L, par. 2. VI., 47. 
Sketch, Fanciful. Essay VI., 39. 

Smuggling. Objection that highly “appreciated” tokens would 


Sovereigns. 

lead to forgery and smuggling. See “ Forgery.” 
Smuggling of coins. Essay III., 2. V., 27 to 31 

and 36. 

In India. Essay VI., 101. 

Standards. 

Assimilation of. Essay VI., 20. 

Standard. 

Easily changed. Essay II., 46, III, 14 and 59. Notes 

1., para. 2. 

Explanation of the “ modus operandi ” of a standard 
in regulating a currency. Essay V.. 4 and 6. 

A standard very different from a currency. Essay 

11., 21 to 23. HI., i t and 15. 

Nature of tlio standard ol value. Essay II., 27. 
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Stimulus. 
Stopping tlie 
coinage. 

How the standard of India might bev changed. 
Essay III., 14 and 59. 

The duty of the Gov urn merit to preserve the accuracy 
of tho standard. Essay II., 28 and 29. III., 42. 
VII, 10 and 11. 

Beatification of the Indian standard. Essay II, 51. 

in.. 42 . 

Mischief of two Standards for England and India, 
Essay I., 3, 33 and 58. IV., 20 and 45. V., 18 

and 43, and end of 53, also 89. 1st. VI., 93. VIL, 
11,2 and 44. 2nd. 

Objection that Government could not afford to change 
Standard. See “ Government” 

Double Standard difficulty. Essay II., 45 . V., 4 and 16. 
VII., 16. 

Doubt whether the Government ought to change tho 
Standard. Essay IV., 44 and 45. 

Acts as a bounty. Notes I., 7. 

Objection that this would prevent remittances to and 
from India. Essay I, 34 to 37 and 38 and 39 
V., 65 and 70 and 80. 

Objection that stopping the coinage of silver would 
aggravate the fall in its price. Essay I, 40. Ill, 
44 and 45. IV., 39 and 40. V., 77 VII., 21. 

Effect of stopping the coinage of rupees. Essay 
III, 4. VI., 45. 

Prayed for by the Merchants. Notes 11, paras. 5 to 

8 . Essay VI., 19. 

Struggle. 

Suitable. 

Essay VI., G5. 

Objection that gold is not suitable for India. Essay 
I., 31 to 33. V. ; 83, and 92 note. 


Swamped The currency. Essay VII., 47 and 49. 

Swell currencies, Essay VII., 40. 

Sympathy Of gold with the Exchange. Essay VI., 56. Y2I. # 26. 
Tariff. Of prices. Essay VI., 70. VII., 19. 

Temporarily. Essay VI., 118. 
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Tentative. 

u Token/' 
Tokons. 


The proposed measures might be adoptod at first 
tentatively. Essay I., 49. III., note to para. 14. 
IV., 19, bottom of page 8. 

Essay II., 24 and 25. VII., 21 and 49, 

The rupee:: would bo ‘‘tokens.” Essay I., 20 and 
32, also 38. II., 14 to 15. 

Bupeo tokens not bartered as commodities. Essay 
IL, 16 and 17. VI., 01 to 67. 

* Tokens may be “ appreciated.” Essay III., 34. 

Tokens compared with bullion. Essay III, 37. 

Trade, External. Essay VI., 79. 

Ultimate cure. Essay VII., 38 to 52. 

Uncertain. Objection that the proposed measures would be un¬ 
certain. Essay II., 50. IIL, 51 and 52. IV., 

5 and 8, and 42. V., 78 to 81, with notes. VII., 33. 

Unfitness. For a Standard. Essay VL, 15 and 90. VII., 11, 1, 
and 44, and 45 and od, 2clly. 

Unit, Of monetary system, Essay VI., 64. 

Unlawful. Effect of unlawful coins on the currency. Essay 
IV., 26, 2ndly to 9tlily. V., 21, latter part of 23, 
and 24. 

Difficulty of getting rid of unlawful coins. Essay II., 
18. III., 2 and 26 to 27. IV., 28. V., 26 to 33. 

Quantity of unlawful % coins necessary to do any 
serious injury. Essay V., 24 and 25. 

Essay VII., 18. 


Unimpaired. 

Urgent GrOUUds. For Gold. Essay VII., 11 to 12. 


Value. Artificial. Essay I., 21 and 22. II., 17 and 19, and 

51. III., 46 and 51. IV., 10 and 41, and 42. V., 
86 to 88. VL, 61 to 81. VII., 18 to 21, and 43 
and 51. Notes I., para. 9. 

Doubt whether the exchange value of the rupees would 
oxceod their metallic worth. See u Appreciated.9 
Objection that the value of the rupee is not so much 
as 2s. Essay I., 47. Also, 50 to 51, IV., 46 to 
Cl. VII. f 34 to. 37. Notes II. paras. 1 to 4. 
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Limit to tho rise in value of the rupees explained. 
Essay Y., 10 to 15. 

Tho value of rupees as “ tokons * how maintained 
Essay IT., 25 and 30. HI., 32 to 33, also 41 
and 52. V., 86 and 87. See “Bupees.” 

Value of notos. Essay II., 21 to 23. 

Former value of rupees. Essay IIJ., 40. IV., 46 to 
61. V., 40 to 41, and Diagram 1. 




Variations. Variations of the exchange. Essay L, 4 ana 5. Y- 


diagram 1st. VII., 44 and 45, 2ndly. 
Warning. Essay VII., 27. 


Water,bucket of. Essay VI., 14. 

Wheat and Essay VII., 2 and 3, and 7. 

Barley. 

Worth, Metallic. Essay VI., 39 and 76. VII., 20 and 21, and 35 to 37. 


Objection that it is wrong for Government to interfere. 


Wrong. 


Essay I., 18 and 53. IT., 27 to 29. VI., 20. VTL, 
38 to 52. 


Yard. 


Essay II., 28. VII., 10 and 16. 
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61 ; V., 39 to 41 ; VI., 107 to 110; VII., 36 and 37 

N.B. — These references by no means comprehend all the answers that 
have been given to the objections stated ; bat it is hoped they may bo of 
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ON THE MEANS OF ■RESTORING THE INDIAN CURRENCY TO THE 
VALUE IT POSSESSED PREVIOUS TO 1870. AND FIXING THE 
SAME BY INTRODUCING A GOLD COINAGE. 


1. The following remarks have been prepared in answer to 
the wish expressed by the Under-Secretary of State for India 
for any suggestions towards the removal of the serious evils 
consequent on the depreciation of the value of silver, and the 
fall of the Indian exchanges. 

2. The proposal to introduce a gold currency for India was 
made so far back as 1864, and it is hardly necessary to state 
that if there appeared to be good reasons for tliat measure then, 
the arguments in favour of it arc much more evident now : for 
it cannot ho denied that if a gold standard had been substituted 
for silver in 1865 or 1866, the whole of the present very serious 
loss and embarrassment would have been prevented. 

3. In a letter which I had the honour to address to the 
Secretary of State for India, dated the 15th January, 186S, I 
ventured to urge that the opportunity of introducing a gold 
standard which then existed should not he neglected; but I did 
uot state all the arguments in favour of the change, because at 
that time I believed that the Government wished for and 
intended to make it. It may be right, however, now briefly to 
mention that, besides the other arguments so ably set forth in 
the former discussions of the subject; an important reason in 
favour of the introduction of a gold standard of valuation 
in India—one tending to the belief that sooner or later it must 
be inevitable—is not merely the confusion and detriment to 
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trade at present experienced, but tiio inherent nus'Jnot of . 
arrangement which subjects the enormous and daily increasing 
commerce of England and India to constant vicissitudes m a 
prices of the two metals constituting their respective standards 
of value, and the incessant liability to the embarrassment of al. 
contracts connected therewith. 

4 1,, letter addressed by me to a leading member of 
Parliament, dated the 19th July, 1809, remarking upon the 
great misfortune it would ho that wc should »»> the chance « 
then had of assimilating the currencies of India and hnglanc, 

I referred to the great advantage of putting an end <o i 
oscillations of the exchange, which with a siivev currency 
might range through about 10 per cent., and with a gold 
medium would he limited to about 2 per cent. 

5. Those remarks have been justified by late events, which 
have shown the possibility of fluctuations such a-- ucrc a 
tlcipated; and the question now is, seeing that so great a a 
has been, experienced, and the silver contained in the rupee has 
already lost so much of its value, whether any measure can bo 
proposed by which its purchasing power in India may he 
restored, and, consequently, the * exchanges brought back to 
their normal condition ? 

6. Although it cannot he denied that the difficulty of 
effecting this object is much greater now than it would have 

# Following the “ balance of trade,” the exchangee rise and fall withm 
the limits of the cost of procuring the moneys or currency of the respccuve 
countries. So long as the Indian money is readily procurable by menus o 
silver bullion, its cost, reckoned in golf! cannot vary much from that of 
tliver; but if that facility were done a ray with, and Indian (rupee) mou y 
could be only procured by the delivery of gold, its cost might be mereased aud 
the corresponding amount of English gold currency given for it (or the rate of 
exchange) would, bo increased also. 
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been some years ago, owing to the decline which has already 
taken place, yet there seems to be sufficient ground for 
the belief that, even now, if decided measures were adopted, it 
would not be too late to restore the currency to its former value 
for home (Indian) payments; and that, too, without any shock 
or disturbance; tlio principal step being that of putting a stop 
to the coinage of silver on private account, at the same time 
taking measures to discourage the importation, or at the least 
the circulation, of foreign, made silver coins, and opening the 
mints for the receipt of gold bullion for coinage. 

7. To explain how this would operate, I must observe that 
tho internal commerce of India, which has only of late years 
begun to be developed, is still but in its infancy compared with 
what in the future it must attain to. The Indian -Railways, 
of which only a first instalment is completed, have, together 
with the telegraph, had but a short time, comparatively, to act 
upon the dormant energies of the population ; yet, nevertheless, 
if wo may judge of the activity of internal commerce by the 
growth of the import and export trade, and compare the seven 
years’ average ending in 1817 with those ending in 1S74<, we 
find that between the first and last mentioned periods— that is, 
in twenty-seven years — the growth of the export and import 
trade of India wns from *£127,708,375 to f £99, 608, 708, that is, 
not very far from fourfold. 

8. May we not argue from this that the internal trade of 
the Empire of India has increased and is increasing in some¬ 
what a similar ratio; that, as the export trade is based upon 
the productions of the interior, and the import trade upon dis¬ 
tribution of the returns in the interior, the two classes of 
commerce, more or less, rise and fall together ? 

* Vide Statistical Abstract relating to British India from 1840 to 1805, 
page 41. 

t Vide Statistical Abstract, ninth number, pages 31 and 37» 
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9. "W hatever may be the cause, the internal trade of India 
has, ever since the beginning of this century, required constant 
and steady additions to her currency, averaging during the last 
thirty-eight years upwards of five millions of pounds sterling* 
per annum in value. Besides this, the returns show that the 
balance of imports over exports of gold bullion, during the 
same period, exceeded an average of two and a-half millions 
sterling annually, having been during the last twenty years 
more than four millions per annum. + 

10. Such being the case, it appears to he a necessary con¬ 
sequence that, it the supply of rupees wero put a stop to, the 
remainder must increase in local value, as compared with 
commodities, till they resumed the position which they held 
on a par with gold, at the rate of 10 rupees to a sovereign, 
tor the 15 years previous to 18704 

11. After that point had been attained, it would be the 
interest of merchants to take gold to the Indian Mints for 
coinage; and they would do so, indeed, before the attainment 
of this improvement of the exchanges, owing to the premium 
or “ bafcta’4 which would at first be obtained for the gol^heoins. 

12. By this means gold would gradually be brought into 
India; and, as it has been shown that an addition to the 
circulating medium of at least five millions sterling per annum is 
necessary, and no silver coins could be admitted, it would slowly 
accumulate there; although it is true that, on every occasion 
when remittances of specie abroad were necessary, gold alone 
Would leave the country; for unless, by any chance, bar silver 
were to recover its former price of 01 \d. per ounce, the rupee 
pieces would become “ tokens,” worth considerably less than 

* Miscellaneous Statistics—Finance—Account, No. 96. 

Miscellaneous Statistics—Finance.Account, No. 93. 

X Vidt, Iveport of the Conferences of tlio India Committee of the Society of 
Arts, 1$70, Appendix, paras. 32—34. § Vide Para* 14, 
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their denomination, and could not bo sont abroad without loss. 
There would he a bar to tho export of gold coins also, at first, 
from their not being readily procurable. 

13. The proposal therefore is, that, after due notice, 
tho coinage of silver on behalf of private individuals and 
advances upon silver bullion should be suspended; that 
part of Act 23 of 1870, which makes it incumbent on the 
Government to receivo and coin it, being repealed : the Govern* 
inent retaining in their own hands the power of replenishing 
the silver currency whenever they may deem it expedient. 
That gold bullion should be received by the Government 
at the Miut rate of Us. 38 : 11 As. per standard ounce, and 
coined into sovereigns and half-sovereigns (representing Its. 38 
As. 15), Or ten and five-rupee-pieces of the same valuo *, which 
should bo declared legal tender, but not demjmdable t, the 
present silver rupees continuing to be legal tender, as before. 

* It would bo an exceedingly groat help towards tho introduction of tlio 
gold coins if, at tho first, tho ojitiun were given to tho parties bringing tho 
bullion, to luivo it coined either into ten-rupee and fivc-riipec -piocos, correspond¬ 
ing in composition with our sovereigns and half-sovereigns, or into pieces of 
precisely who same value, but in fine gold, 991 touch. Tho lattor would bo 
much moro accoptablo to native prejudices and tastes, and more useful in the.: 
trade. There is an enormous amount of gold in India at present, of which a 
considerable part would probably be brought for coinage if this wore granted. 
Any objection to tho use of lino gold which might ho raisod on tho ground oi’ 
the coins being softor than tho standard metal, would in reality bo of no im¬ 
portance. Those coins would bo eagerly sought, and generally used for hoarding 
and manufacture of ornaments, and they would generally escape the attrition 
of common circulation. If they did not, and in a shorter time than usual lost 
weight beyond tho mint “ remedy,” they would cease tobologal tender. 

f (fold coins wore struck in tho Indian Mints since 1834, and wore moro 
valuable than thoir denominations as represented by tho silvor coins. They 
were by law legal tender, but not deniandable, and they commanded a premium 
in tho market. But only a few wore called for, because the silver legal tender 
currency was procurable in unlimited quantities at a cheaper rate : and these 
gold coins wore charged with the very high seignorage of I per cent.— far 
beyond the outside cost of coinage. Yide Prinsep’ft useful tables, page 1. 
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* r o seignorage should be charged for the manufacture of 
the gold coins beyond that implied in the terms of purchase, 
which are the same as those of the Bank of England, and yield a 
profit of one anna per ounce, or |th percent, which is more than 
enough to pay all the actual outlay.* 

14. As before observed, gold would leave India whenever 
specie remittances abroad were necessary ; and on that account 
the gold coins, not being dernandable, or parts of the regular 
currency at first, would command an “ agio ” or “ batta ” in the 
bazaar. This would be no objection, and it would tend to en¬ 
courage the introduction of gold into India at other times. 
The “ agio ” might be considerable at first, but it would 
gradually diminish as the rupee currency became enhanced in 
value, and it would be finally put an end to whenever there 
oamo to be an abundant supply of gold coins, as compared with 
the inferior branches of the currency. 

15. It may be here mentioned that the proposals con¬ 
tained in this memorandum involve nothing which is new and 
untried, or which has not the sanction of satisfactory 
experience. There is a precedent for the coinage of gold pieces 
separate from the ordinary currency, and making them legal 
tender, but not dernandable, in the action of the Government 
of India in 1833 f ; and there is a precedent for the stoppage 
of tho coinage of silver, in the proceedings of the British 
Government when our present system was established, and in 
tho late successful action of the Government of Holland. 
There is a precedent, also, for the establishment of gold legal 

* This statement is founded on the fact that tho cost of coining rupee pieces 
in tho Calcutta Mint is from £ to per cent., or oight to twelve unnas per 
hundred pieces. Ono-sixth por cent on gold ten-rupee coins would bo one-sixth 
of ten rupees, or 26 £ annas. 

t Tide Prinsep’s useful tables, p. 1. 
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tender coins, without seignorage, and a subordinate token 
currency, in silver and copper, in our own admirable and 
universally approved system in England. The apparent diffi¬ 
culty in the present case is the existence oi the chasm to i e 
bridged over; but for that purpose there are special facilities. 

16. Indeed, there can he no question that there is ample 
power to effect the change, if it he once determined upon. As is 
hereafter shown, the mere stop of the coinage would bring about 
any necessary adjustment of prices, by the operation of natural 
causes, without any further action of the Government; and 
if a loan bo raised, and the suspension ot the coinage he 
added to the limitation of the sale of Council bills, the ex¬ 
changes could not fail to mount up quickly to the required rate. 
To raise a loan and limit the sale of bills, without stopping 
the coinage of silver, as it would cause the remittances to be 
made by silver bullion, would lead to further additions to the 
Indian currency, and add proportionally to the delay and diffi¬ 
culty of restoration. Besides which, any advantage so gained, or 
by any means other than the adoption of a gold standard, such 
as raising the rate of discount, &c., would only he temporary, 
and would disappear as soon as the measure producing it was 
discontinued. The only thing which can fix* the value of the 
Indian currency, in relation to that of England, is to base it 
on gold. It will he observed that the method of doing this, 

* It is not intended hero to assert that tho exchanges would become perma¬ 
nently fixed as soon as the coinage of silver was stopped, or they had once 
reached the rate of 2s. per rupee. They might continue to oscillate, slightly; 
but, from the time of the mint boing closed, the rise and fall would be on either 
side of an ascending rate until, after it had been settled at 2s., and gold 
was established in India, these oscillations would be limited to the cost of 
freight and insurance of gold either way between England and India. Indeed, 
owing to specie! and peculiar circumstances,* oven this amount of fluctuation 
would rarely exist. 

* Vide Report of conferences held by the India Committee of the Society ot 
Arts, 1870, Appendix, para. 18, 


which is hero proposed, requires no purchase or accumulation of 
either gold or silver, and no rc-coinage, but leaves the change to 
he entirely wrough t out by the ordinary operations of commerce . 

17- The following remarks are offered in answer to various 
objections which either have been made or may be anticipated. 

18. Is/ Objection. —That it would be wrong for the Govern¬ 
ment to interfere, or by any act of legislation to cause an 
increase or diminution of the valuo of the currency. 

To this objection all I have to reply is that my pro¬ 
posal is based upon the supposition that it will be agreed 
and intended that the currency should be restored in local value 
to what it was for the 15 years previous to 1870. It is beyond 
the scope of this memorandum to argue the point, or to 
presume to offer an opinion as to the urgent importance of the 
measure. It must he left to others to consider whether or not 
it bo the duty of the Government to restore matters, and put 
them on a secure basis; giving duo consideration to the fact 
that the nogleet to do so may involve the loss to the Indian 
revenues of millions sterling per annum; and if it be decided 
that it is not so, there will be no object to ho gained by paving 
any further attention to this memorandum. 

19. 2 nd Objection .—That the rupee pieces would not he 
“ appreciated ” by the proposed measures. 

In answer to this I would observe that, as regards the 
greater part of the fall in the value of silver, it has occurred 
so recently that it is very doubtful whether prices generally 
throughout the length and breadth of India have been, as yet, 
affected by it to the full extent, if at all ;* hut, even supposing 

* Since 1873, whon the price of silver began to fall, the imports of that 
metal into India have been less than the normal supply j hence the opinion that 
prices cannot ns yet have risen generally, owing to increase of the currency, con¬ 
sequently, that the rupee cannot be materially diminished in value.—Vide 
Economist, 6th May, 1876, 
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that in all India tne rupees have 5 per cent, less purchasing 
power than they had in 1870, can wo doubt that the withdrawal 
of five millions sterling per annum from the currency would 
improve the value of the remainder ? In the course of ten 
years there would lie a comparative deficiency of not less than 
50 millions sterling, or 500 millions of rupees—fully one-fourth 
part of the largest estimate of the whole currency. It seoms 
to ho hardly credible that, if prices have been affected since 
3870 by the additions made to the currency since then, they 
should not fall hack to their former rates long before so largo 
an amount of tlie normal supply had been withhold. 

20. If the whole metallic currency of India he taken at the 
largo estimate of 200 millions sterling, and if it he even assumed, 
as above, that it lias fallen in value one-twentieth part, it would 
follow that a deduction from it, or diminution of its mass by 
one-twentieth part would be sufficient to restore it to its normal 
value; and this, at the rate of five millions sterling per annum, 
would be effected in only two years. 

The recovery will probably be admitted to bo only a 
question of tirno; for it is unlikely that any one would assort 
that, if all future additions to the currency were stopped for the 
next fifty years, the remainder would not be locally more valu¬ 
able than at present. 

21. But the “ appreciation ” of the currency may still be 
denied, on tho ground that, as the material of tho coinage 
has fallen in value, the currency itself lias also fallen irre¬ 
trievably ; and that natives as well as foreigners, knowin" 
tho exact value of the bullion contents of the coins, would 
not give a fraction beyond it; so that it is in fact im¬ 
possible but that tho value of the currency must rise and fall 
with the value of the metal it contains. As this phase of tho 
objection proceeds from a misapprehension of the mode in which 
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tine prices of commodities are affected and regulated by the 
currency, it will perhaps ho the readiest way of meeting it if 
it be first enquired, How it is that the currency of any Stato 
adjusts itself, by a self-acting process, to the true standard re¬ 
presenting the ratio of bullion to commodities ? This is not 
done in the way implied by those who speak of the natives in 
the bazaar as being intimately acquainted with the precise 
metallic contents of the coins, although it is true that to 
“shroffs,” goldsmiths, and dealers in bullion it is well known ; 
because, however well known to them, there is hardly one 
person in a thousand of the ordinary population who knows 
anything at aii about the intrinsic worth of the pieces; just 
as the same is true even in England. Indeed, if they did, 
though they would be possessed of a precise knowledge of the 
value of the coins as contrasted with others, or with pure metal, 
this could not in any way affect the question of their com¬ 
parative value with commodities, or influence the scale of 
prices. No man, for example, would be able to estimate the 
relative value of the 123.274 grains of standard gold contained 
in a sovereign, and a pair of hoots. The process of adjustment 
is, indeed, quite a different one, and the same as that whereby 
all commodities, as well as coins, find tlieir respective levels. 

22. The instruments and moans of exchange are subject to 
the law of supply and demand, as any commodities are, with 
this peculiarity, that there is an incessant and inexhaustible 
demand for them in every corner of the country. When 
the prices of commodities in general are too high, in other 
wordy, when the precious metal formed into coins is not 
sufficiently potent, then either more commodities are attracted 
to the market, or the eoins are melted down and the bullion 
exported to other places, where it can do better. When, on the 
other hand, the prices of commodities are too low, that is, when 
precious metal in the shape of coins is too potent, it is quickly 
found to be profitable either to export commodities to better 
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markets or to bring in precious metal from abroad and form it 
into coins; and till one of these lias been dono tho currency 
retains its extra potency. This process is constantly in opera¬ 
tion, but it will be obvious that if the corrective be wilheld on 
the side of repairing tho deficiencies in the built of the currency, 
the inevitable result must be a gradual improvement in its 
power and local value. 

23. As it lias been suggested that the place and functions 
of the currency might perhaps he taken by silver bullion, 
it must he remarked that gold and silver bullion are 
themselves only valuable commodities, and it is not until they 
can bo formed into legal coins, or sold to tho Government at a 
“mint price ” that they necessarily command any certain price 
in currency. If neither of these privileges were possessed, 
silver as well as gold bullion would be a more commodity, 
fluctuating in value as gold now does in India, because no one 
can legally pay his rent or discharge a debt by means of it; 
and it must riso and fall in exchango for other commodities in 
proportion to the fluctuating demand, and the excess or 
deficiency of the supply. Bullion, therefore, could not be so 
used as to affect prices. 

24. In order to illustrate the subject more clearly to 
those who may not be quite familiar with the effects of a con¬ 
traction or enlargement of the currency, I would call atten¬ 
tion to tho effect which would follow the opposite measure to 
that recommended. Let us imagine that it were possible to 
completely shut off the egress of arty coins out of the currency; 
and that, year by year, steadily, five millions sterling in value of 
coins, over and above the proper requirements of trade, were 
thrown into and retained in circulation. It is obvious that, after 
a time, the prices of commodities would be gradually increased 
in proportion to the “glut ” of the currency. Such a measure 
would he difficult, practically, with a metallic circulation, 
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because the temptation to smuggle the coins abroad, where they 
would be more valuable, would be so great; but tho same condi¬ 
tion of enlarged issue is, in effect, realised practically, in the 
case of an inconvertible paper currency , and the result is well 
known. 

25. And so, also, is the result well known of tho with¬ 
drawal of the surplus of an overstocked currency : that is, tho 
gradual reduction of all prices, including those of gold and silver 
bullion. In a paper road by Mr. E. Seyd before the Society of 
Arts, India Committee, on the 3rd March, 1376 (Journal, Yol. 
24, No. 1216, page 303), it is shown that in the year 1865 the 
American Greenback inconvertible paper currency was so much 
in excess of the requirements of trade that 100 dollars of it 
were only exchangeable for 50 dollars in gold; yet, by no other 
means than tho gradual withdrawal of the excessive issues, the 
premium on gold, which was 100 per cent, in 1865, had been 
reduced to 13 per cent, in 1875. 

26. Tbo same improvement in value attends tho con¬ 
traction of every kind of currency; and this would be easily 
recognised in regard to the measure proposed in this memo¬ 
randum if we could get rid of the prejudice that coins, being 
composed of metal, must necessarily follow the fortunes of the 
metal. They would do so, if they could be brought into and 
taken out of the currency freely. But we must not lose sight of 
the important condition in the proposed plan, that no addition to 
the silver coins of India would bo possible by the public, at ar.y 
time; and as the exhaustion of the currency could only bo made 
good, or the currency obtained by means of bills and gold, at a 
cost beyond the mint price of the cheapened silver, the rupees, 
though continuing to perform all their duties, as formerly, would 
become“tok' ms” whenever tho legal standard gold coins wore 
brought into general use; and the cost at which current rupees 
would in f uture he procurable, by the aid of bills or gold, would be 
greater thawtlio market value of the silver contained in them. 
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27. In England our silver coins circulate, without question, 
at values 22 per cent., at the present moment, above that of their 
bullion contents. In France the five-franc pieces circulate, to¬ 
gether with gold, at a rate of about 111 per cent, above their bul¬ 
lion worth. In this latter case, the silver five-franc pieces are 
legal tender to any amount; but in both eases their value is 
maintained because the number admitted into circulation is 
limited. If ; ' were not so in France, the five franc pieces would 
soon deluge the country, and every gold piece would be driven 
out of it . * 

28. 3 rd 'Objection. That the circulation of coins at so high 
a nominal value above their intrinsic worth would be a most 
powerful temptation to counterfeits, or unlawful coining of 
rupees from true standard metal. 

This objection is true, as far as it goes, but the evil would 
not he greater in India than it has been in England, more or 
less, for the last half century, without serious inconvenience ; 
and only half what it is at present, with our silver tokens. Nor 
would it be greater than it now is in France, where tho silver 
five franc pieces are overrated Hi per cent., and are legal 
tender to any amount. 

29. It is not at all probable that, within our own territories 
iu India, any very large amount of unlawful coinage could 
exist without detection; and it must be remembered that, in 
order to impede the progress of the desired change, fifty 
millions of rupee pieces must bo put into circulation annually. 

* Tho position in India, if my proposal were carried out, would, at tho first, 
ho exceedingly similuv to that of France at present. There would ho a. very 
large mass of rupees, legal tender f or any amount, and circulating together with 
gold ; hut incapable of driving the latter out of tho currency,,because no more 
addition can bo made to their quantity. They would also themselves ho in¬ 
capable of leaving tlie currency, because they would bo of inferior intrinsic 
value to their denomination. 
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30. The objection, however, discloses a difficulty which 
may be found to exist with respect to the privileges we have 
conceded to one or two Native Mints—allowing them to coin 
rupees at their discretion; and it would be absolutely neces¬ 
sary, on tbe announcement of tlio change of system, either to 
insist upon their conforming to it by stopping the coinage of 
silver, or to take such measures as might he necessary to limit 
the admission of silver to their mints, or coniine their coins 
strictly within the limits of their own domains : or to withdraw 
all their own currency, and supply them with a sufficiency of 
coins stamped with the effigies of the Native States. 

81. 4 th Objection .—It has been urged by some that a 
change of the Indian standard, from silver to gold, is not 
desirable because, owing to the poverty of the people, silver is 
so mucli more appropriate as a measure of value, in their ordi¬ 
nary transactions; that gold cannot be reduced and subdivided 
so as to suit the petty dealings of the million, and bring the 
pieces formed from it into familiar and constant uso amongst 
the people. 

32. This objection is one which might have been enter¬ 
tained before tbe publication of Lord Liverpool’s treatise (in 
1805), and the establishment of tho plan by which any number 
of different metals could bo associated together in currency 
under a proper system of “tokens.” It is needless now to 
explain that the use of gold does not in the least degree pre¬ 
clude, or interfere with, tho use of silver for smaller pay¬ 
ments, nor of copper, nor even of “ cowries,” all of which, to 
any required extent, find their places in a properly ordered 
currency. 

88. Tbe objector who urges the better adaptation of silver 
to the small transactions of a native Indian trader, not only 
forgets the conclusive answer to his objection supplied by the 
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modem system of token coinage, above referred to, but also 
the very great defect of the rupee currency in regard to large 
payments. This is not a question of the transport of coins, as 
it has beeu occasionally stated, in order to be partially met 
by the facilities afforded by railways, but it is the question of 
“ taking delivery ” of large sums, which is found to be an 
intolerable inconvenience; so much so that wo may say that it 
is, in practice, next to impossible for an officer personally to 
verify the contents of a treasury he is called upon to take 
charge of. Hut it will be observed that this is not the ground 
upon which a change of standard for India has been suggested, 
but, rather, the enormous disadvantage of maintaining two 
different standards for countries of such intimate connection 
and vast transactions as England and India; and the incalculable 
importance of a unity of coinage. 

34. 5 th Objection .—Another objection which has been 
suggested is—1st, that the exclusion of silver from the mints 
would deprive merchants of the means of placing funds in 
India; and, 2ndly, if the rupees bo raised in exchangeable 
value above their intrinsic worth, they would be unfit for pay¬ 
ments out of India. 

35. In regard to the first part of this objection, it may 
be observed that, when the only means of placing funds in 
India, besides the purchase of commercial bills, is confined to 
the bills drawn by the Council of India, and gold, the Secretary 
of State will liavo it in his power to meet every demand of that 
kind, at rates which he will be possessed of great power to 
control. Hitherto, what lias been called the balance of trade 
has always been in favour of India, arising from the fact that 
it has always been found easier to push the sale of Indian raw 
products in Europe, than of European manufactures in India ; 
and the difference has been made good by Council bills and 
bullion. 
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36. Taking into view the transactions of the whole pre¬ 
sent century, wo may say that the exports of products from 
India have been sufficient to pay for imports and the demands 
of the Home Indian Treasury; and, from the unfailing ex¬ 
perience of the past, we may be assured that they will for 
many years to come continue to do so. There has been a 
falling off for the last year or two, owing to special circum¬ 
stances affecting some of the chief staple products—for in¬ 
stance, cotton, jute, silk, rice, &c.; and, at the same time, a 
somewhat sudden increase of the home demand; but we can¬ 
not doubt that the above-mentioned characteristic of the trade, 
depending as it docs upon unalterable facts, will remain for the 
future what it always has been. Moreover, it is unnecessary 
to forego any important measure on account of a supposed in- 
con venience to commerce, which, if provided with due notice, 
can always take care of itself. 

37. There will, therefore, be no difficulty in placing 
funds in India which it will not be in the power of the 
Secretary of State for India at once to remove, by granting 
bills; and the fact of these bills being the only means of re¬ 
mittance left, after the exhaustion of the ordinary commercial 
“ documents,” must lead to an enhancement of the rate of ex¬ 
change, which would he limited only by the transmission of 
English or Australian gold; by means of which any amount 
of money could bo at all times transmitted. 

38. Upon the second part of the objection, it must be ob¬ 
served, that it is not proposed to make the least alteration in 
the present currency of rupees, which would continue legal 
tender for the largest amounts, as they are now. It might, 
therefore, be argued that, as regards external commerce, 
they would be in the same position, and as suitable for 
export as they have always been, and it is true that their 
value outside of the currency would not he in the least altered 
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by the measures proposed; but it must be admitted that they 
would not be useful lox* export after the exchanges rose, if 
the price of bar silver continued low, or went lower. In that, 
ease, the rupees would be like the French five-franc pieces, 
at present; they would assume the position of “tokens,” 
representing more value in local exchange than their metallic 
contents. In the meantime, gold coins would enter the currency 
by slow degrees, first at a “batta ” or premium, and eventually 
on a par with the silver rupee tokens. While the gold coins 
are scarce, foreign payments will be madd, as they are in many 
cases at present, by means of fine stamped gold bars; of 
which the quantity at hand may be judged by the fact that the 
value of upwards of 86 millions of pounds sterling was ab¬ 
sorbed by India in the last twenty years. 

•19. In addition to the above, if the suggestion made here¬ 
after, in para. 48, of substituting gold for silver in the reserves 
for note circulation, he adopted, this objection would cease to 
exist. The Indian system would then correspond exactly with 
ihat of this country, and all necessary exports would be 
provided for. 

It must bo remembered that, as shown above, the tendency 
of natural causes for the whole of this century has been to 
require bullion remittances into, and not out of India. When 
the opposite state of things may occur, owing to fluctuations 
in commerce, balances will be, more or less, adjusted by Chinese, 
Australian, or other bills, by the Indian Banks. 

I must, also, here repeat the caution just given, that, with 
duo notice, commerco will take care of itself, and exports and 
imports adjust one another. 

40. 6th Objection .—It has been suggested as an objection 
that the exclusion of silver from the Indian Mints on the part 
of individuals would further aggravate the fall in its price, and 
tend to retard its recovery. To this it must be replied that, 
looking to the very considerable increase in the supply of silver 
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bullion, and tlie already decreased and diminishing demand for 
it, any permanent recovery of its price, for many years to 
come, is out of the question.* It is true that putting a check 
upon the deluge of India by silver will close one of the exist¬ 
ing markets for its disposal, and tend to lower its price; hut 
from the moment that the coinage of silver for private indi¬ 
viduals is stopped, the Indian Mints being left open for the 
coinage of gold, the Indian currency will become independent 
of the price of silver bullion, and, to whatever further depth it 
might fall, would be Unaffected thereby. 

41. With the risk of so terrible a calamity before us as that 
wi th which we are now threatened from a continuous indefinite 
fall in the cost of our medium of valuation, it seems to be a 
paramount duty to seize the means of escape while they may be 
had, irrespective of all other considerations. If suspending the 
coinage of silver should fail to restore the exchanges to 2/-, it 
would certainly afford the means at any moment to fix the ex¬ 
isting rate, whatever it might be, for ever, by lowering the terms 
for the admission of gold and submitting to the loss; * which, 
however large it might be, would bo preferable to allowing the 
present system to continue, and running the risk of the rate 
sinking lower indefinitely. But there can be no doubt that, by 
persevering in a decided course, the entire restoration of the ex- 
change may he achieved, and the whole loss avoided. 

* Vv.Io Mr. Hollingborry’s Treatise on the Production of gold and silver, 

&c. Pago 111, paragraph. 270, fund page 110, paragraph 274. 

* Tlio loss horo referred to arisen from tho defect of purchasing power of tho 
Indian rovenues in tho markets of tho world. Gold lias a world-wido value, and 
if the ratio of the rupee to tho sovereign ho for ovor fixed at ton to one, or per 
ruj>eo, the annffal incorno of the Indian Empire, which may bo roughly stated 
at lifry croros of rupees, will bo equivalent in purchasing power to fifty millions of 
pounds sterling. If, however, the ratio bo fixed at a lower point, say for in¬ 
stance at 10.909 to 1, or Is. 10d., the same income will be equivalent only 
to 45.83 millions sterling, or an annual loss of 4J millions, the capital¬ 
ised value of which at 5 per cent, is 88-J millions—at Is. 8d. tho annual loss 
would be 8£ millions, at Is. 6d. tho annual loss would bo 124 millions. 
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42. 1th Objection .—There is ono move objection which may 
he conveniently stated in the following question : How is it to 
be expected that merchants will take gold to the mints to be 
coined into pieces represeuting lts.38 15 As. per standard ounce, 
when the market price of the same gold may he upwards of 
Rs.42 to 43 ? To this it may be replied, that the price of gold in 
India is regulated by the rate of exchange. When a “demand 
hill on London is worth 2/- per rupee, a British sovereign is worth 
Its. 10, and the standard ounce of gold Its.38 14As. When the 
exchange falls to 1/9 per rupee or less, the sovereign rises to 11 or 
12 rupees, and the standard ounce of gold to nearly 44 rupees. It 
is capable of demonstration that there is an inseparable connec¬ 
tion between the Indian rate of exchange and the price of gold in 
Calcutta, so that when the Loudon rate for a demand bill is 2/- 
per rupee, it is profitable to merchants to take Australian gold 
to the mint at Rs.38 14As. per ounce; and even sooner, to 
whatever extent gold coins can he sold at a premium. It is 
anticipated that the suspension of the silver coinage would 
soon raise the rate of exchange, and if so, the price of gold in 
India must fall, eventually, to Bs.38 14As. net, per standard 
ounce. 

43. 8 th Objection .—That merchants and others will send out 
dollars and various foreign coins, and put them into circulation 
in spite of all the efforts of the Government to prevent it. 

In reply to this, it must he observed, that no doubt the 
importation of foreign coins into India may he, and probably 
will he, tried, but the large balances of trade cannot he paid by 
these “ uneurront coins.” A few might be sent out and sold for 
bullion purposes; but when it was found that there was no 
Mint to take them to, and tliat they were not receivable in 
payment of revenue, there would be great difficulty in getting 
rid of any quantity; and to pay balances of millions of pounds 
sterling, a resort to gold would be inevitable. 


It may lie remarked that, if the rupees he “ appreciated,” 
that fact implies a lowering of the price of silver bullion-, so 
that there would bo no special profit in sending out dollars more 
than any other bullion. They would sell for bullion purposes, 
just as bar silver would, but they would not usurp a place in, 
or interfere with, the currency. 

44. 9 th Objection .—That if gold coins he struck of the same 
value as the British sovereign, and are authorised as legal 
tender for only ten rupees—in the first place, no one would 
take gold to the Mint to be made into such coins ; and 2dly., 
that if struck and put into circulation, they would immediately 
he collected and sent out of the country. 

The first part of this objection implies— 

1st. That the current value of the rupee in India has 
already fallen “pari passu” with the price of silver; but this 
cannot he the case. It can only do so in. time, and by the spon¬ 
taneous action of Commerce enlarging the eux*reney by sending 
out supplies of silver to be coined and added to it. This has 
hitherto been prevented by the increase of the drafts of the 
home Treasury. 

2dly. It is implied that, because the gold coins become legal 
• tender for only 10 rupees, they will only bring 10 rupees in 
exchange. This is by no means the case. If the current rupee 
is worth much less than two shillings, tho gold coin will com¬ 
mand a corresponding agio, or “ batta,” so as to realise its full 
value. The action of the State in coining gold lor the merchants 
will he, at least, to give them a ready means of pouring into the 
markets, in a popular, authentic, and easily disposable form, an 
article of commerce for which there is a large demand in every 
part of tho empire, which is highly useful in trade, and will 
therefore command its own price and value. Should gold not 
he taken to the Mint for coinage at first, this would not inter¬ 
fere with the ultimate success of the measure. It would soon 
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be found necessary for intermediate payments, and well worth 
the trifling cost of coinage. 

The second, part of the objection is based upon a forgetful¬ 
ness of the fact that gold will only be used to pay balances of 
the transactions of commerce. Bullion shipments are only 
resorted to when all other shipments liavo been exhausted. If, 
then, for example, it lias come to pass that debts to the amount 
of one million sterling aro due to India, and payment is made 
by sending out gold, the difficulty suggested is, that the same 
gold will be collected and sent abroad again. But it must be 
remembered that, if this be done, there will still remain a debt 
of one million sterling to be paid; and as all other means of 
remittance had previously been exhausted, this debt would have 
again to be paid by gold, and so on indefinitely. In the end, 
if the balances of trade should hereafter he what they have 
been for tho last 38 years, at least five millions sterling annually 
(besides four millions of gold), gold will accumulate in India 
at that rate, by the ordinary operations of trade. 

This is on the assumption that the accumulation is noi arti¬ 
ficially assisted by raising a loan and stopping the issue of 
Council bills, or otherwise. 


45. 10 th Objection .—That it would be a breach of faith for 
the Indian Government, having contracted a large debt in 
silver money, to force the acceptance of payment of the same 
in coins of another metal, and to pass a law enabling others 
similarly situated to do so likewise. 


This argument has been fully answered by Sir William 
Mansfield (now Lord Sandhurst) in his Miuute of the 8th 
March, 1864 (Chapters 3 & 4), published in the l’arb'amentary 
papers on the East India Gold Currency, ordered to be printed 
28th February, 1865, to which reference is made, as it is t oo long 
for quotation. Moreover, it is obvious that no one could complain 
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of the injustice of a law by which ho was only compelled to take 
more than the true value of his debt, not to give it. 

46. As many persons are apt to be perplexed by the idea 
that the rate of exchange is governed exclusively by the 
“ balance of trade,” it is necossary to point out how this ope¬ 
rates, and to what extent it is limited in its action. The balance 
of trade can only affect the rate of exchange to the extent of 
the cost of transferring money from the currency of one 
country to that of another. "When the two countries have their 
currencies based upon the same precious metal, gold, or silver, 
and there is no restriction, the cost of transfer will not exceed 
the freight and charges of transmitting and coining the precious 
metal, which charges are generally constant, and may he safely 
calculated; hut when the currencies of the two countries are 
based upon different metals, there is introduced another element 
into the calculation, viz., the relative value of the two metals, 
which may give rise to great uncertainty ; as is the case at pre¬ 
sent between India and England, owing to the sudden and con¬ 
siderable changes which have taken place in it. Fifteen years 
ago the charges of transmitting silver bullion to India wore 
reckoned at 3j- per cent., and for coinage 2 per cent., making a 
total of 51 per cent.; and if the rate of exchange tended to 
vary by more than 5£ per cent., or l^d. per rupee, it could he 
prevented by sending silver. Now-a-days, the charges of 
transmission do not exceed 1 ,{■ per cent., which, added to the 
cost of coinage, makes a total of 3J- per cent., hut the rate of 
exchange in Calcutta for demand bills has fallen from 2/0£d. per 
rupee, to l/8jd., or 16| per cent., of which 2 per cent, is difference 
in the charges, and I I l per cent, difference in the gold price of 
silver. 

At present the balance of trade cannot affect the exchanges 
by more than ffj per cent, either way, but the influence of a 
change in the gold price of silver is uncertain and indefinite. 
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47. In. the early discussion of the proposal to establish a 
gold standard and coinage for India, it was suggested that the 
principle of Act XVII of 1835, making 110 grains of pure gold 
equivalent to 10 rupees, should be carried into effect. Tliis 
recommendation was founded upon tbc understanding that it, 
would correspond with the relative values of the two metals at 
that time.- Since then, and at a later date (1869), a careful 
examination of the data for the preeediug fifteen years, showed 
that 113 grains of pure gold (contained in the sovereign) were 
very nearly equal to the true value of 10 silver rupees in India,* 
and as this corresponds with the value of the British pound 
sterling, it is a fortunate circumstance that it can be carried out 
by tbc simple ratio of 10 to 1 for tlie rupee and sovereign. 
This is all tlio more important from the fact that, to establish 
the 110 grains of pure gold, in lieu of the sovereign containing 
113 grains, as equivalent to 10 rupees would, besides prevent¬ 
ing the unity and simplicity of the relation between the Indian 
and English currencies, diminish the purchasing power of the 
Indian revenues by nearly one and one-third (1,328,122) mil¬ 
lions of pounds sterling per annum. 


43. It may be as well now to mention that the action of 
the proposed measure for the restoration of the value of the 
currency might ho in some measure facilitated if any consider¬ 
able part of the currency notes now in circulation were tem¬ 
porarily withdrawn. To do this would, however, involve an 
expense, and it might not, therefore, be convenient to resort to 
it, unless it were deemed advisable to make a sacrifice to expe¬ 
dite the change. It is not necessary to success. It would 
also be of advantage to substitute gold for the reserves to be 
kept against “gold notes,” with the view to its being available 

* Vide Eeport. of Conference, held by the Ttulia Committee of the Society of 
Arts, 1870 ■, Appendix, paras. 32 to 34. 



for export when required, or employed in circulation whenever 
the lime arrived for the gold coins to he declared legal tender 
at the option of the creditor, as well as the debtor, either in 
whole or part of payments.* 

49. It is an important fact that the proposed measures, 
even supposing them to he absolutely ineffectual for the object 
contemplated, could do no harm. If the declino in the price 
of silver should hereafter continue, the Indian currency, being 
isolated from it, would remain, at the worst, unaltered. If the 
price of silver, on the contrary, should rise, and the exchanges 
approach their former rates, this circumstance would tend to 
help the consummation desired; and at any moment the coinage 
of silver for individuals might be resumed, when affairs would 
revert to their present position. The acquisition of the Indian 
currency, by the shipment of silver bullion, being put a stop 
to, a much larger demand would exist for the bills of the Indian 
Council, and the rates could not fail quickly to reach the point at 
which the cheaper gold from the Australian mines would find 
its way to the mints. The Indian currency would then bo 
restored to, and permanently lixed at the value which it has 
been proved to have possessed for the 15 years previous to 
1870, and from which it would never, in future, vary more 
than to the extent of the cost of the shipment of gold either 
way. 

50. It will have been observed that in all the preceding 
remarks the arguments have been made to embrace the supposi¬ 
tion that the market value of the rupee now current in India 
has fallen in comparison with goods, equally with the gold value 
of the metal of which it is composed, though it has been pointed 

* It is suggested that, wlien it is considered that a sufficiency of gold coin 
is in circulation, creditors may be empowered by law to demand a certain portion 
of their debt in gold. For instance, at first one-fifth, later on three-fifths, and 
finally the whole. After which silver would be restricted as to legal tender. 
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out in para. 44 (1st) and in the note to page 12, that tins 
cannot really bo the caso. In fact, if a general comparison be 
made of the prices of articles in tlie Indian market before and 
after the late decline in the price of silver, it will bo found that 
they arc at present (Calcutta, March, 1870), if anything, lower 
than before, and it has been explained (para. 44-lst) that they 
will not riso until the currency lias been swelled by < he absorp¬ 
tion of a sufficient amount of silver. To bring the value of 
I he rupees into correspondence with the present rate of exchange 
would probably require the addition of fresh coins, besides the 
normal requirements of commerce, to the amount of 20 to 30 
millions of pounds sterling; and, hitherto, any very large addi¬ 
tions have been prevented by the increase of the drafts of the 
India Couucil. 

51. It may he presumed, therefore, that at the present 
moment the Indian currency is not materially depreciated, but 
only in the position of being about to be so, by the augmenta¬ 
tion of its hulk, through tho importation of silver bullion, 
hitherto checked by the Council Bills. This prevention and 
check cannot very long continue, because the abnormal state of 
the exchange between India and Europe stimulates exports from 
India, and discourages imports into it; and if matters continue 
as they are, will enlarge the balance of trade in favour of India 
over and above any drafts which are likely to be drawn. 

52. It is at the present moment, therefore, before any very 
large additions have been made to the Indian currency, that we 
have the power to interfere with the certainty of success; the 
object being prevention rather than cure. If nothing be 
done, then, after the Indian currency has been filled up to a 
level corresponding with the relation of silver to gold, and 
prices have risen accordingly, the rupee will have sunk to its 
value in bullion plus 2T per cent, (seignorage) and, ingress and 
egress, in and out of the currency being free, will remain so. If 
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it should happen that the future permanent gold value of silver 
should be that indicated by the exohango of Is. 8d. per rupee, the 
effect would be that the Indian revenue would he condemned 
lo a perpetual loss of value of SJ millions of pounds sterling 
per annum. 

53. The argument is advanced by some that the fall in the 
price of silver is a mere temporary fluctuation, and that if wo 
have patience we shall, sooner or later, see matters restored to 
their former position. Let us suppose this possible, but it may bo 
asked, Does it meet the urgency of the claim to remedy the 
inherent vice of the arrangement which can at any time give 
iiso to the consequences of these fluctuations ? Can any ono 
who is aware of the enormous losses and distress which have 
been occasioned only thus far, contend that it is light to leave 
matters in their present state, when it is certain that the 
mischief may he prevented and put a stop to for all future 
time by a single act of the Indian Legislature, involving not 
the least shook or disturbance, and effecting a saving of the 
heavy losses now experienced ? 

54. It is to be feared that these proposals may be met by 
innumerable doubts, but this is not a time when it will be safe 
to indulge in them. Decisive action is called for, but the 
stake is large, and, in so very important a matter, the course of 
the Government ought not to be influenced by the mere mis¬ 
givings of many, who most probably doubt because they do not 
clearly see their way. It would he a very serious misfortune 
if, for want of the courage of decided convictions, the only 
remedy against the very terrible calamity now threatening the 
Indian Empire were set aside on account of difficulties to 
which we unadvisedly attached undue importance. 


33, New Broad Street, 
1st May, 1876. 


J. T. SMITH. 
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ESSAY No. 2. 

CONTAINING ANSWERS TO SOME OBJECTIONS AND 
FURTHER EXPLANATIONS Of THE PROPOSALS CONTAINED IN THE 
ESSAY DATED 1ST MAY, 1876. 


1. The object of the accompanying remarks is to afford au 
explanation of difficulties which have been suggested in reference 
to the proposals contained in my essay of the 1st May, and 
some of which are ably stated in the following extracts from 
a letter with which 1 have been kindly favoured by a gentle¬ 
man who has made the various questions of political economy, 
and more particularly those connected with currency, subjects 
of his special study. His criticisms are as follows : — 

“ First one 'word as to fundamental principle. The metal of every legal 
currency does its work as a commodity, by means of its value in the metal market. 
A sale for metallic money is an exchange by pure barter of two commodities of 
equally supposed value. It is absolutely impossible to give any intelligible and 
conceivable explanation of metallic currency, except upon the perception of this 
nature of the action of money.’' “ Convertible paper-money nets as a ticket 
giving possession of the substance— the commodity—on demand. Inconvertible 
paper money, as the American dollar, is also a ticket for a commodity acknow¬ 
ledged to be due, but os the time for giving it is not defined, it is bought as a 
debt, subject to uncertainty of actual payment. It passes as such. When there 
is too much of such debt for use or currency, it drops in value from excess, as it 
cannot be got rid of.” 

“ My own experience illustrates this truth I paid a sovereign to the pro¬ 
prietor of an hotel at Genova a few years ago. He took it, and then asked me 
whether 1 had a Victoria sovereign, as this one was a St. George and the Dragon, 
of George III. Surprised, I asked for the reason. ‘ Sir/ ho said, * this sovereign 
will be melted down before to-morrow evening. The new sovereign will prove 
full weight, tho dragon will be light.’ In other words, the sovereign paid my 
bill as a lump of yellow metal, at its value in the metal market.” 

“No law' can alter this proco Aristotle, ages ago, understood the truth, 
and described coinage as a contrivance to save the trouble of weighing. Nothing 
could be more accurate. Ergo, coinage will not do what you desire in India. 
Nothing but demonetisation will, unless silver recovors its value, and is steady, 
which it will not be.” 
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“It is quite impossible by mere cessation of coinage to bring a rupee worth 
Is. Cub, as N silver, to two shillings as coin. The coining in that case would not 
cease. Excellent rupees would be manufactured by a new style of forgers, as 
good as possible, and they would flood every Indian market. No art of man 
can make silver worth Is. 6d. in Europe, largely and permanently worth 2s. in 
India. Tbe holders of Indian gold would hold it tight, except upon a premium, 
which would practically make the rupee worth Is. 6d. only. You would not 
get gold coin out in the place of silver. Mr. Seyd’s reference to a diminution of 
green backs, accompanied by an increase of value does not apply. There were 
not two prices for the same article; the paper dollar had its American value, 
and none other. lu the India case there are two values of the rupee, one, 
supposed, in India, at 2s., the other all over the rest of the world at Is. 9d.” 

“ Now tho action on prices would be certain, though slow and capricious 
during the period of transition. No European would sell goods to India for the 
same number of rupees calculated at 2s. He would have to bring the rupees to 
Europe at a heavy loss, for they would count only* as la. 6d. in - very English 
market; and he would not be able to get gold except at a premium, which 
would be no cure of the evil. Gold would never come out in India in exchange 
for 2s. rupees, or ten of them for a sovereign, when the rupees were worth only 
Is. 6d. everywhere else.” 

“ 1 see no remedy but the demonetisation of sil ver, accompanied, to case tho 
transition, by the issue of small convertible notes.” 

“ If, indeed, India had no foreign trade, and no permanent debt, but only * 
village every-day transactions for ready money, then she might endure the evils 
of an ever changing value of her currency with comparative ease and indifference. 
Tho alterations of the currency’s worth would bo very slow, and the loss would 
bo distributed in small fractions all over the community. But large and abiding 
debts, great ftv’ght trade, much credit and tho like, would inflict terrible losses 
and inconveniences.” 

2. In the above, the difference between my correspondent 
and inyself is that h?s remarks apply to the cosmopolitan, and 
mine to the local value of coins; for although it is quite true 
that, when the introduction and withdrawal of coins from circu¬ 
lation is absolutely free, Aristotle’s definition of coining applies, 
and the coins circulate and pass for only their world-wide 
metallic value; so it is equally time that when the supply of the 
coins is strictly limited, they may, if legal tender, have a higher 
local value, either when, as in the ease of our shillings and half- 
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crowns, tlieir worth is regulated by that of a superior currency ; 
or, as in the case of inconvertible notes, their value is regulated 
by the proportion of tho supply to the demand. My corre¬ 
spondent’s personal experience in Geneva merely proves this, 
that outside of any country in which a coin might possess a 
local value, it passes only as a piece of metal. 

3. Hence it appears, that the principles which are quite true 
as applied to the original and primitive establishment of cur¬ 
rent coins, require considerable modification when they arc 
brought to bear upon some of the methods for measuring and 
transferring values subsequently invented, and Avhich have long 
received the sanction of successful experience. It will be 
necessary to examine these in detail, in order to understand 
properly the proposals under consideration. 


4, And, first of all, it is very necessary to examine closely 
the meaning of tho statement that coins circulate and pass for 
their simple metallic value. What is that metallic value f 
Is it not the aggregate of all the expenses unavoidably incurred 
in bringing metal to the market ? It has been well explained 
in regard to metallic gold, that “ If tho miner fails to obtain 
“ for his gold ore a quantity of goods sufficient to replace what 
“ the mining has cost him, with a reasonable profit for himself, 
“ he gives up the business and abandons the mine.*” The same 
is true also with regard to the coins. They must exchange in 
the market for a sufficiency of goods to replace all the expenses 
unavoidably incurred in bringing thorn there, or they will not 
be brought. Fewer coins w ill then be produced, “ the demand 
for them continues, they rise irt value and exchange for a larger 
quantity of other commodities ; that is, tho price of every thing 
sold falls,”t till the equilibrium is gained. 

* Bonamy Trice, Currency and Banking p, 20. 

| Ibid p. 21. 
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5. Let us uow go a little further, and say that if the metal of 
which the coins are struck should cost the merchant double the 
present expense, tlio coins (cceteris paribus) would exchange 
for clouhlo the number of goods; and the same would also be 
true whether the tax were laid on the metal at the mine’s 
mouth, or upon the coin at tlio mint’s mouth, so to speak. If 
it wcro absolutely impossible by any means whatsoever to pro¬ 
cure a sovereign, weighing 123-274 grains of standard gold, 
without surrendering 246-548 grains of the same gold, the 
sovereign so obtained would exchange for double the amount 
of goods now commanded by it. 

0. It would be no answer to this argumonl to say that, in the 
ease of a seignorage or tax, the coins would not bo worth more, 
because no waste actually occurred, and the number retained 
by the State are put into the market; for it is not the produce 
of the whole bulk of metal delivered to the Mint, but only that 
part of iis produce which the miner receives for his share which 
influences the further supply. 

7. lienee we see that a tax, such as a “ seignorage ” if it. 
be pule unavoidable , necessarily adds to tho market value of a 
coin ; and that it is possible for a coin, under certain circum¬ 
stances, and within the territories to which such circumstances 
apply, to command goods in oxcliange to a greater extent than 
the more metallic value of its contents ; althougliit is true that, 
generally, the principal or standard coins of every country are 
manufactured for tho public at a trilling expense, and it is 
contrary to sound policy to burthen the chief instruments of 
exchange with any tax whatever. 

8. It is possible, therefore, by seignorage to cause a me¬ 
tallic currency to pass iu local exchange for goods at a higher 
value than that of its metallic contents in the metal market, 
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There is another case in which the same phenomenon may 
occur. 


0. The quantity of current money required by any 
country depends upon the number of its cash transactions, the 
rapidity of circulation, the means of economising cash, and a 
variety of circumstances which vary in different countries, and 
and at different times in the same country. Wlion the currency 
consists of full weight untaxed metallic coins, the quantity of 
currency regulates itself, by a self-acting process, through its 
operation or prices. When such coins arc in excess, and do 
not exchange for the same value of commodities as they do iu 
other countries, they are withdrawn and sent abroad; when 
they are deficient, they are found to exchange for more value 
of commodities than in other countries, and they are conse¬ 
quently brought in from abroad, and the equilibrium is restored. 
The variations in the value of the coins, as between any two 
countries, can only proceed as far as the cost of transmitting 
and transferring the coins from the ono currency to the other; 
hut when they arc of full weight, and passing for their metallic 
value, they will never exceed that. 


10. Let us now consider tho case of a country in which 
the currency consists of inconvertible notes. It will boat once 
perceived that, with them, tho solf-acting regulating principle 
just mentioned does not exist. It would, no doubt, be possible to 
frame regulations by which the issues and withdrawal of the 
notes should he so regulated that the current value of them, 
within tho country, should he uniformly kept equal to that of 
full weight metallic coins of the same denomination; as was tho 
case with Hank of England notes for many years after the sus¬ 
pension of cash payments ; but this duty might he neglected, 
or for political purposes abused, and the consequence might be 
variation and uncertainty in the value of money, and all the 
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injustice and evil consequences attending the disturbance of 
contracts.* 

11. Whenever, from the causes just referred to, or any 
others, the limitation and regulation of the quantity of in¬ 
convertible currency have not been attended to, and the notes 
have been issued in excess, that is, beyond the requirements of 
the trade of the country, the result is invariably found to be 
that, although they may have the privilege of legal tender, 
their value in exchange for commodities varies in inverse propor¬ 
tion to the amount of the excessive issues. 

12. The converse of this is also true, that when an 
inconvertible note currency has been issued in excess, and has 
partially lost its power in exchange for commodities, the gradual 
withdrawal of part of it has the effect of restoring its value, 
until by a due limitation, it may be brought to the full value of 
standard metallic money. In like manner also, if, when all the 
other circumstances remaining the same, the requirements of 
trade very largely increase, without a corresponding increase in 
the quantity of the circulating medium, the result is that the 
latter becomes “ appreciated,” and attains a greater power of 
purchase in the market, in proportion to the greater number of 
cash payments which have become necessary. 

13. The iustanco which, was referred to in my first paper 
(para. 25) of the “appreciation” of the American Greenbacks 
by more reduction of numbers, is objected to, and stated not to 

* The objections urged against an inconvertible paper currency properly 
apply to an unregulated one. When such a currency is strictly limited, and 
maintained of the full value of coins, it effects an economy to the State employ¬ 
ing it, for it performs the duty of metallic money without the cost of it. Tho 
chief danger of inconvertible notes consists in tho risk of over-issue. This 
would be impossible with the rupees when they became tokens, as the coinage of 
them being stopped, they would cease to be supplied, and the self-acting regula¬ 
tion of the currency would be effected and secured by gold. 
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apply, because “ there were not two prices for tlie same article. 
The paper dollar had its American value and none other. In 
the India case there are two values of the rupee, one, supposed 
in India at 2s., the other all over the rest of the world at Is. Od.” 
But upon this I would remark that the instance not only applies, 
but does so “ a fortiori.” It was brought forward to show that 
mere reduction of numbers would “appreciate” the instru¬ 
ments of exchange, and the fact mentioned by Mr. Soyd proved 
that mere reduction had improved the American greenbacks 77 
per cent. To which might perhaps have been added the case ol 
Bank of England notes, previous to the resumption of cash pay¬ 
ments. If bits of paper, which are worth next to nothing, and 
have no detinito engagement to pay, can be made more valuable 
by restriction, surely bits of metal may be so too. It could 
hardly be contended that if the American greenbacks had been 
engraved upon tablets of copper, or aluminium, or stamped upon 
any fibrous material having a decided value in the market, that 
fact would have prevented their appreciation as money. 

14. There is a third case in which coins may circulate and 
exchange freely for commodities in a greater ratio than that of 
their metallic worth ; and that is when they are subsidiary to 
another superior currency, by which the exports and imports, 
and consequently prices in a country, are regulated ; and in 
subordination to which smaller payments are made. Of this 
character is our own silver currency. 

15. It is hardly necessary to explain, that just as an 
inconvertible paper currency, so a metallic token currency 
may circulate in local exchange at a higher value than that of 
its metallic contents; and, in regard to that part of its value in 
excess of its market price, it would be seen to bo the same in 
principle as an inconvertible paper currency, if tho latter were 
supposed to consist of notes stamped upon some material which 
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possessed a sensible value in the market, independently of their 
value as legal tender money. 


16. When, therefore, it is stated that a sale for metallic 
money is an exchange by pure barter of two commodities of 
equal supposed value, and also that it is impossible by mere 
cessation of coinage to bring a rupee worth Is. Gd. to 2s. as 
coin, an exception must ho made in respect of the three cases 
above-mentioned, in which either, firstly, the local value of coins 
has been increased by seignorage, or secondly, a restricted 
currency lias by limitation been raised to a higher local power 
of exchange than the market "worth of the materials composing* 
it; or thirdly, when it is established in a position of subordina¬ 
tion to a superior currency, by which latter the values of all 
commodities are regulated. 

17. Now in both these two* latter respects my proposal for 
the restoration of the Indian currency is free from the difficul¬ 
ties which have been supposed to attach to it. First, it is 
proposed to completely restrict the further issues of silver 
coins ; and it lias been shown that, owing to the improvements 
under our administration, the trade of the empire has Increased 
and is increasing with so much rapidity, that the requirements 
for circulating medium would probably ten years hence, be 
double what they arc present; so that even if the rupees were 
now depreciated one half, there would be reason to expect that, 
in that time, at all events, they would have resumed their 
normal local value; in addition to ivhich the fact is stated that 
up to a very recent period (March 1876) it has been ascer¬ 
tained that the rupees had not on the average become materially 
depreciated ; so that little or nothing has to be done, except to 

* I might have sAid In all three respects/* for Indian rupees are now in 
the same position as if they had been coined under a seignorage of 24^ per cent. 
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correct the inequalities which the disturbance of the exchange 
may Imre effected. v 

18. But upon this head it is objected that we caunot re¬ 
strict the coinage of rupees for India; that *• the coinage in 
“ that case would not cease. Excellent rupees would be manu- 
" factored by a new style of forgers—as good as possible, and 
“ they would flood every Indian market.” Upon this point it 
may be observed that, although it is true, that a strong 
temptation to forgery would hereafter exist, yet' it is also true 
that the temptation and risk would not be greater than they 
are at the present moment, and have always been in India since 
the year 1835. It is not supposed hy any one that the existing 
rupees arc now worth more than usual, hut, it anything, less. 
Now, the gain hy forgery being the whole value of the rupee, 
minus the expense of the counterfeit, it is clear that tins gain 
could not be greater than it has always been, if the rupees never 
exceed their former value. But instead of the forgery by 
counterfeit'coins, there may ho hereafter the now temptation 
more especially referred to by my correspondent, namely, that 
of unlawful coining from true standard silver. Ibis would be 
a crime of a very different character. A Native workman, using 
the more fusible inferior metals, may, without much difficulty, 
produce a tolerably fair imitation of a rupee, capable of being 
got rid of under favourable circumstances. In that case, 
reckoning, for argument’s sake, the rupee is worth 2s., his profit 
would be for each counterfeit coin 2s., less the value of his time 
and materials. He could not produce so good an imitation of 
a rupee with standard silver without much more labour and 
the help of machinery, as it is an exceedingly difficult coin to 
execute in true metal, and his gross profit in this case, instead 
of being 2s., would he only about 4d. or Od. Thus we perceive 
that the temptation to unlawful coinage of genuine rupees 
could not apply to the solitary forger with his few rude im- 


piements; but to be o i' any benefit, must be undertaken on a 
large scale, and with good machinery. As lias been remarked 
in my first essay, para. 29, this could not occur in India without 
detection, nor could the coins be imported from abroad, subject 
as they would be to discovery and confiscation at the Custom 
House. Nor could any Native State in friendly relations with 
our Government permit or countenance a fraudulent imitation 
of our coins in a way that wo could not immediately and for 
ever put a stop to. Remembering the comparative absence of 
the necessary mechanical appliances and skill, it maybe safely 
asserted that India would bo far safer from fraudulent coinage 
of that kind, than England, Erance, America, and all other 
countries using silver, token currency, and which are liable in 
the same way; and that the idea of India being supplied dis¬ 
honestly with any thing approaching to 50, or even 5 millions 
of coins per annum is quite unworthy of consideration. Ileuco 
I venture to assume that it is quite possible to restrict the coinage 
of rupees in India, and that the necessary consequences of 
restriction may be safely calculated upon. 

19. Secondly, It having been shown (paras. 12 & 17) that, 
oven if the rupees in India were at present materially reduced 
in value, which lately they were not, they would bo " appre¬ 
ciated ” by restriction till they reached their former normal 
powers of local exchange, it has now to be stated that, indepen¬ 
dently of this, if the proposals I have made be carried into effect, 
the rupees would, as a matter of necessity,re-acquire their normal 
value, as the subordinate tokens of a gold standard currency. 

20. Here I shall be met by the exclamations, 1st, “ How 
can you have a gold standard currency without gold ? 2ndly, 
Where is the gold to come from ? 3rdly, Who can foresee 
the consequences of ‘taking so momentous a step’ as a 
change of standard in India?” 
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21. It will bo well to meet all these and other similar 
terrified expostulations by a few frank statements; and in 
regard to the first, it must be remarked that a gold standard 
monetary system does not, necessarily, imply the general use, 
or indeed, any use at all of a gold currency. The standard of 
a country may ho changed from silver to gold, and from gold 
to copper, lead, tin, aluminium, or any other metal, and still the 
actual currency, whether coins or notes, remain the same. The 
standard depends upon, and means, the commodity or article, 
by the surrender of a certain amount of which the current 
legal tender money is obtainable; and the value of which com¬ 
modity the coin consequently conveys and exchanges for. A 
note which should he procurable only by the surrender ot 
123-274 grains of gold, that is, at the rate of £3.17s. lOkl. per 
ounce standard, and redeemable at the same rate, is of the same 
value in exchange as a sovereign, and if the whole currency con¬ 
sisted of such notes, they would constitute a gold standard 
currency, without a single gold coin belonging to it. 

22. In Scotland and Ireland this is, in a rough way, ap¬ 
proximately the case, as the people there generally prefer the 
use of notes to coins. It is true they are not inconvertible, and 
it might be denied that they would circulate if they were ; hut 
while I would remark, in passing, that if they were properly 
restricted in number they would do so, just as the Bank of 
England notes did, I must add that the objection would be 
quite irrelevant, as the only object of mentioning them here is 
to show that a gold standard currency (not a standard gold 
currency) may exist without the indispensable use of gold coins. 

23. It is possible that, in any country, a gold standard cur¬ 
rency might bo established without the aid of a single gold piece 
in circulation. If £1 legal tender notes were delivered on the 
deposit of standard gold bullion at the rate of 123*274 grains for 
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each note, and if they could not possiblybo procured in any other 
•way, they would command in the market the same purchasing 
power as our present sovereigns; and they would do this even 
■without being payable on demand, provided that, after the 
currency had been stocked with them, the demands of the 
country for circulating medium never diminished, however 
slightly ; for the moment that the notes began, to be produced 
in excess, so as to be slightly impaired in value, it would be a 
loss to any one to give gold bullion in exchange for them, and 
they would ceaso to bo produced. Hence, although in a country 
like England, where, owing to innumerable circumstances, the 
demand for cash, may be very variable, and the regulating 
check of payment of notes on demand is highly necessary, 
on the other hand, in a country like India, where the commerce 
is advancing with rapid strides, and the demand for circulating 
medium is constantly increasing, the want of such a check is 
not so important, and its temporary suspension of no conse¬ 
quence at all. The greatest apparent evil of an inconvertible 
currency is when there is a want of bullion for export; and as 
a seif-acting means of securing the unalterable sufficiency of 
the note, it would be better, in any permanent arrangement, to 
make it by law convertible into bullion. At the same time, it 
must be observed that, upon the hypothesis that the notes are 
kept fully up to the value of gold coins, there would bo no loss 
in purchasing bullion, for export, in the market. 

24. Just as the business of a rapidly prospering country 
could bo transacted by means of paper tokens, as above, so could 
it also be managed by means of metallic tokens; and all the 
more certainly if the metallic tokens were already in the hands 
of the people, and were readily accepted by them in exchange 
for the full value they originally cost, and at which only they 
could ho increased in number, as the daily enlarging requirements 
of commerce called for them. 


I 


JEss. 2. 


43 


25. Such is the position of India at this moment. Its in¬ 
habitants are in possession of a currency, which, up to a recent 
date, was still circulating and received at the value of its origi¬ 
nal cost; and if the necessary change be not postponed too 
long, hut measures be promptly taken to see lire that the cost of 
procuring rupees hereafter shall ho not less than what it formerly 
was, before the decline in the value of silver, there oidd be no 
difficulty in maintaining their original value, and causing them 
to take their place as subordinate parts of a superior currency, 
to he afterwards gradually supplied, and founded upon a gold 
standard. 

26. By the measures proposed, the Government would 
not be called upon to provide any portion of tue 
metal required; and hence the first question to which 
I have referred in paragraph 20 meets with an answer, 
which shows that the standard of value of a country 
may be changed without the acquisition by the Govern¬ 
ment of the new metal constituting it. The second question 
also is answered by the above remarks. The parlies who 
propose it are evidently ignorant of the fact that the Govern¬ 
ment of India, as a rule, have nothing whatever to do with the 
provision of the precious metals to he coined, any more than 
of the letters carried by the Postal Department. Parties 
engaged in commerce, chiefly, and all the public enjoy the 
privilege of having the precious metals coined, and it is there¬ 
fore from the public that the metal would he obtained for any 
coins required by them. 

27. It may be as well now to draw attention to the fact 
that the standard of value is a measure of the labour and ex¬ 
pense, that is, “ capital ” expended in producing articles in a 
market for sale; and that the Boyal metals have been used for the 
purpose of Ibis measure because, together with other qualities, 
they have been for lengthened periods nearly uniform in 


their relation in this respect to one another and all other 
commodities; hut we may add that any other substance equally 
convenient would have answered the purpose. Supposing, lor 
instance, Platinum had a perfectly steady, aud uniform, and 
readily saleable value of 30s. per ounce, and it were thought 
desirable, besides the English gold standard, to establish also 
that of Platinum. Apart from legal objections, which might 
he innumerable, there would he no difficulty in declaring by 
statute that coins might be minted without charge, containing 
as many grains of platinum as would be precisely equal in value 
to the 123-274 grains of standard gold contained in a sovereign, 
and should he admitted into circulation, having the same legal 
tender as our sovereigns. When the public had become fami¬ 
liarised with the use of them, they would pass current freely, 
and no injury would be done; for it is assumed that they would 
cost precisely as much as sovereigns, and be readily saleable for 
as much. But this would be a double standard. If, after a 
time, when the platinum coins were fully established, the re¬ 
ception of gold by the mint wore stopped ; that would constitute 
a change of standard. Admitting all the particulars of the 
hypothesis, it is conceivable that the change might he effected 
without disturbance or injury to any one. 

28. As an illustration of the propriety of the proposed inter¬ 
ference on the part of the Government, let us suppose that, owing 
to someunforeseen convulsion of nature, it were discovered that 
the length of the pendulum vibrating seconds, on which our stand¬ 
ard yard measure is founded, had gradually declined, from 39J 
inches to 27 inches, aud it were well known that innumerable 
contracts founded upon the legal standard had been vitiated 
by the change, which was still going on, to the enormous loss 
and distress of the commercial world. Can we conceive it 
possible that the Government would hesitate to take immediate 
measures for substituting in lieu of the defaulting standard, 
the equivalent measure of some other more reliable one, such as 
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the corresponding portion of the earth’s axis, or the Trench 
metre? They would be satisfied that in faithfully re-os>ablishing 
a measure of correct dimensions, they were not only not incurring 
a “momentous ” responsibility and creating a “revolutionary 
change, but that they were simply doing their duty by arresting 
the mischief and restoring order. 

29. Admitting,then, that it is the duty of the Indian Govern¬ 
ment to guard the standard measure of value, and prevent its 
alteration* that is to say, in other words, to keep the labour and 
expense, or the cost, of procuring rupees as much as possible 
constant and invariable, it is obvious that when the cost of 
procuring the rupee has becomo less, it is indispensable to its 
truth and accuracy as a measure of value that it should be 
restored to what it was, and uniformly kept so, as long as it is 
retained as a measure. Ten years ago the cost of procuring, that 
is the value of 10 rupees, was steadily the same as that of half a 
quarter of wlteat w orth 40s. per quarter. Since th at time the cost 
of the rupees has fallen 23 per cent., and it would appear to be 
clearly the duty of the Government to see that they are restored 
to their former cost and value in India, so as to command the 
same half-quarter of wheat and other commodities as before; 
just as much as it would be their duty to restore the truth 
of any other standard measure. This duty might be fulfilled 
without changing the standard, by increasing the charge 
for coining silver, more, and more, as the latter became 
of less and less value in the market; or by an import duty ou 
silver bullion and uncurrent coins; but as these might give rise 
to opposition, it is satisfactory to know that they are not neces¬ 
sary, aud that the required improvement can surely be brought 
about by the “ appreciation ” of the rupee and the gradual rise 
of the exchanges. 

30. We must remember that the rate of exchange with 
India depends upon, and in fact is, tho price at which current 
rupees can be procured. 'When they can only be had, as pro- 
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posed, by delivering an ounce of standard gold, worth 983d., for 
88 Its. lias., every rupee costs and becomes in currency worth 
24d., and will for ever continue worth that, unless admission 
into the currency should at any time be made cheaper. The 
rupees cannot possibly leave the currency, as they would be 
comparatively worthless outside of it; but thoy will purchase, 
at the same rate which was given for them, viz., 38 Rs. lias, 
per ounce, gold which may he required for barter or export, till 
there is a plentiful diffusion of gold coins available for the pur¬ 
pose. 

81. Another objection pointed out by my friendly critic 
has no doubt proved an obstacle in many miuds, and it is ex¬ 
pressed in the following sentences :—“ Gold would never come 
out to India in exchange for 2/- rupees, or ten of them for a 
sovereign, when the rupees were worth only 1/6 everywhere 
else.” “ The holders of gold would hold it tight, except upon 
a premium, which would practically make the rupee worth 1/6 
only.” Now, in answer to this seemingly formidable objection, it 
is only necessary to draw attention to the fact that the commerce 
of India has lor the last eight years required returns in silver 
and hills at the rate, on average, of 17* millions of pounds 
sterling per annum. That is the amount which it has been 
absolutely necessary should bo obtained directly in metallic 
currency, after the exhaustion of all means of making returns 
by goods. Such being the case, when 17 millions of pounds 
sterling must be had in rupees, and can only be obtained by 
Council hills or gold, it is obvious that the rate of the Council 
hills must rise to that of gold, or 2s. per rupee. When that rate 
has been arrived at the price of gold in India necessarily falls 
to 38 Rs. 14 as.f; and the rupee is worth 2s. in gold and 
everything else. So far from a premium or “ batta ” on gold 
interfering with my proposed plan; it is contemplated and in- 

* Vide Report of Committee oix tho Depreciation of Silver, pp, 32, 33. 
f Vide Appendix, para. 18. 
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tended to be rather an assistance to it.* If it should be high 
at first it would facilitate the introduction of the gold; and as 
the rupee became “ appreciated ’ and established at its true 
former value, and the supply of gold coins more plentiful, it 
would gradually fall till it disappeared entirely ; after which 
the gold coins would in due course be made demandable, and 
tbe payments in silver more or less restricted.t 

82. The remark is made that there is no remedy but de¬ 
monetisation, to which it may he replied that my proposals do in 
fact amount to nothing less than demonetisation; but it is demo¬ 
netisation altogether free from the very serious difficulties which 
have accompanied it on some occasions. When it is resolved 
by a state possessing a full-weight silver currency to change 
the standard to gold, and reduce the silver coins to a subsidiary 
condition, it is necessary to call in and recoin the latter, in order 
to make them of less value than their denomination outside 
the currency, and so prevent all the evils of a double standard. 
But in the case of India at the present moment, this, for- 
tunately, is quite unnecessary; because hitherto, although our 
rupees have retained the high value they formerly possessed, 
and which would be embodied in the future gold coins, they are 
already of about 23 per cent, less value outside the currency than 

*• Vide 1st Essay, paragraph 44. 2ndly. 

1* In India gold coin would bo hailed with gladness by the people, but they 
would at first ba used chiefly for hoarding and transactions with foreign traders. 
For years to come, tho vast bulk of the internal transactions of India will bo 
carried on by silver, the circumstances of the country being very different from 
those of European nations. As long as tbe supply of the silver currency is in 
the hands of the Government, the use of gold coins will be capable of being, in 
.some measure, regulated. If the supply of silver currency be overdone, the gold 
will leave the country; if it be kept short, more gold will be brought in again. 
Thb would only take place slowly, and by the action on prices ; and tho scarcity 
or abundance of the supply of gold to meet the wants of tho people would be 
indicated by its commanding an agio. But it must be remembered that, inde¬ 
pendently of relative values, a premium upon new coins is unavoidable, at first, 
to meet the reasonable profit of the money-changer. 
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the new denomination, as part of a gold standard currency, 
would give them, and they would remain immovably fixed in 
the currency as long as they lasted . If, indeed, my proposal in¬ 
volved the necessity of recoining the whole 1,500 millions of 
rupee pieces now in India, in addition to the fresh supplies of 
silver brought in by commerce, it would be a formidable under¬ 
taking ; and it would he a very expensive process also, as there 
would be no room for any profit. But happily, as just ex¬ 
plained, no such recoinage would he necessary; the existing 
rupee currency would go on fulfilling its functions without 
any change, except a very gradual appreciation, or increase of 
exchangeable value; so gradual indeed that the vast bulk of 
those habitually using the coins would be utterly unconscious of it. 

33. Although not referred to by my able correspondent, I 
think it may be of some use if I here notice the proposal made 
by M. Cernusclii for the establishment of what he has termed 
bi-metallic money. 

34. This project appears to be, that an agreement should 
be entered into by all the principal nations of the world to 
establish double standard currencies, on the basis of the free 
coinage of gold and silver, in the unalterable relation of 15-?; 
by weight of the latter, for one of the former ; and the main 
argument in support of the scheme is that, if it he carried out, 
the demand for silver would be so much increased, and that for 
gold so much diminished, that they would gradually approxi¬ 
mate to one another in value, owing to increase and diminu¬ 
tion of supply, and in the end would settle down in the 
ratio fixed by the law of all countries. 

35. This proposal may perhaps be very tempting to Branco 
and Germany, at the present moment, as they possess large 
masses of silver currency they wish to dispose of; for it would 
give the silver a status and value it is not likely to attain in any 
other way, and save them from very heavy Josses. It might 
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also be tempting to India, if it were necessary to get rid of her 
silver currency to establish gold, which fortunately it is not. 
But let us loot at the suggestion in a practical light, and judge 
by the consequences necessarily involved in it, whether there is 
any probability of its early successful accomplishment. 


36. Even if we were to admit that, supposing the measure 
carried out to its full extent, it would be attended with all the 
advantages claimed for it by its author, yet it would be enough to 
say that as it essentially requires the consent of so many of the 
nations of the world, the time unavoidably spent in negotiations 
before the result could be accomplished would forbid the idea 
of resorting to it as a remedy for the present Indian difficulty, 
which urgently demands immediate action. Let us assume, 
however, that this difficulty does not exist, that universal con¬ 
sent lias been obtained, and laws universally established upon 
the basis required ; and even, moreover, let us for argument’s 
.sake, grant that the results contemplated have taken place, arid 
that the two metals have become finally settled in their relations 
to one another, namely, in the ratio of 15^ to 1. 


37. Let us further, too, for argument’s sake, allow that the 
two metals in approximating to ouo another, yield equally ; that 
gold, from the diminution of demand, falls in value as much as 
silver by the in crease of its demand is appreciated ; and also that 
they start from the present position of things; in other words 
that before the new system and laws conic into operation, 
there is no further loss of the value of silver, which will therefore 
be reckoned at 48d. per standard ounce; and, considering that 
neither the Erench francs nor the German thalers have been 
yet sent to market, I bis is making a very large concession; the 
result to Great Britain would be as follows :— 

38. If the price of standard silver bo48d. per ounce of 444 
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grains, that of the ounce of pure silver containing 480 grains is 
51/8919(1., and if the price of standard gold containing 440 grains 
he 983d,, the corresponding price for the ounce of pure 
metal is 10l7'818d. Hence the price of 15| ounces of pure silver 
is 804*324d. and the difference between that and the ounce of 
pure gold is 213*494d. If we suppose the silver to rise, and the 
gold to fall equally, so as to meet lialf-way between their present 
positions, the result would be a declension in the present value 
of gold of 106 - 747d. out of 1017’81S, or XO‘487 per cent., in 
which ratio the pound sterling and every other value connected 
with it would be impoverished. 

39. It is true that such a change might bo effected, and 
that tables of compensation might he prepared for the adjustment 
of every value and of all contracts in the kingdom; but going 
back to the position in which we were just now placed, before the 
enactment of any law upon the subject, it will be evident that 
if the rectification of the Indian exchanges be made dependent 
upon the agreement of the British public to so large and com¬ 
plicated a measure as would be involved in the adoption of the 
bi-metallic system, it would he tantamount to the postpone¬ 
ment for years of a remedy urgently required within a few 
weeks; and that even if it were sure that the bi-metallic 
system would ho eventually adopted by the whole world, it 
would be absolutely necessary to legislate in the meanwhile 
to remove the present immediate and urgent distress in 
India. 

40. If I might without impropriety venture to express 
an. opinion as to the course to be adopted by the advocates 
of the bi-metallic system, I would very respectfully observe 
that if, instead of pursuing an attractive theory, they would 
adopt the arrangement proposed for India, namely, allow things 
to remain as they are, continuing the legal tender of both 
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metals, but prohibiting the future coinage of silver except 
upon the vote of the representatives of the nation, they would 
do all that is practicable towards lessening the evils of the 
sudden change in value of the precious metals, and provide 
fully for the wants of commerce by an arrangement differing 
almost imperceptibly from the existing system.* 


41. Before concluding, I think it may be very desirable that 
1 should succinctly state some of the objects which it is necessary 
to aim at in arranging a plan for the restoration of the Indian cur¬ 
rency, the difficulties connected with a change, and the dangers 
to be guarded against in carrying it out: and at the same time 
explain how these have been foreseen and provided for by the 
measures I have endeavoured to advocate. The proposal being 
to establish a full weight metallic gold currency at the head 


* It lu ib l>con explained in Essay No. 2, paras. 21 to 24, that it would bo 
possible to have in any country a gold standard currency without gold coins, and 
this was illustrated by the fact that both iu Scotland and Ireland, where gold is 
the standard of value, very few gold coins are in circulation. As a corollary to 
this, it follows that if all the chief European nations were to adopt a gold 
standard of valuation, it would not necessarily happen that the relations of value 
between gold and silver should be thereby prejudiced; on the contrary, they 
might possibly be improved thereby. Jf, for instance, all the nations used no 
gold for their internal circulation, but only silver or notes, or both, strictly regu¬ 
lated by gold—us'ng the latter in the form of bullion exclusively for the exports 
and imports, and thereby the regulation of their internal currency and prices—it 
will be evident that there would be a much smaller use of gold, and a larger 
use of silver; and, as silver would hold in all these countries a subordinate 
position, commerce could in no direction whatever be prejudiced by any fluctua¬ 
tion n the relative values of the two precious metals. If instead of dispensing 
altogether with use of gold for internal circulation, means were adopted, by 
agreement of all countries, for its use to a limited extent, the relative demand 
for the two metals might be, in a great measure, controlled, and variations in 
their relative values checked and moderated. 
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of the present silver one, the following arc the chief objects and 
supposed difficulties:— 


1st. Supposed difficulty.—To provide a stock of gold., 

2nd. Do.—To provide a currency for use, when tho 
present rupees are demonetised. 

3rd. Object.—To avoid the difficulties inseparable from 
a double standard, which has been proposed by almost 
all writers upon the subject. 

4th. Do. To establish the new currency in easy and simple 
relations with that of Great Britain. 

5th. Do.—To avoid any loss in the value of the Indian 
revenue. 

Oth. Do. lo avoid any material alteration of present 
prices and contracts. 


42. All these objects are believed to be realised by a 
combination of the measures proposed, which embody the 
following principles.— 

1st. The practical exclusion of silver from the mints in 
favour of gold. 

2nd. The consequent spontaneous admission of gold into 
the currency, by the mere balance of trade only. 

3rd. The establishment of the present rupee currency at 
the value it has formerly held, and still holds, in rela¬ 
tion to commodities in India, by stopping further 
silver coinage, and making the exchange at 2s. per 
rupee, the lira it for the admission of gold. 
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4th. By utilising the present silver currency at its full 
local value for all payments till they can he made by 
gold. 

5tli. By the gradual legalisation of gold without, at any 
time, permitting a double standard. 

6th. By the final settlement of the silver rupees as purely 
auxiliary tokens when the gold coins are sufficiently 
abundant for all payments, and can ho made legally 
demandable. 

43. Returning now to the supposed difficulties to be over¬ 
come and objects to be attained stated in para. 41. It may now 
bo explained that the first named difficulties of the want of gold 
to form a gold currency, and of a stock of gold coins to enable 
the Government to declare them legal tender; and to make gold 
the standard of value; are met and overcome by the facts, 1st, that 
a gold standard may exist with any kind of currency, provided 
the latter can only be obtained by the delivery of gold; and 
2ndlv, that gold coins may be introduced as legal tender, and 
enter the currency by degrees, provided that they be not made 
demandable without duo notice, and then only in such propor¬ 
tions, and at such times as the stock of coins in the country 
admit of it. 

44. Secondly .—The supposed difficulty—that of providing a 
eurrenev for use when the present rupees are demonetised, is dis¬ 
posed of by the fact that although silver is demonetised, the coins, 
retain their present full local, value, and are as useful for all 
future time within the country as they have ever been. As, in 
fact, it is not proposed to demonetise the rupees, this supposed 
difficulty has no existence. 

45 . Thirdly .—The difficulties supposed to arise from the 
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temporary existence of a double standard, evidently do not exist, 
according to my proposal; because, from the moment the recep¬ 
tion of silver by the mints is stopped, and the currency is made 
procurable only by the delivery of gold, the standard would be 
changed to gold, and the silver coins become subsidiary. They 
would retain their former value, but it would be local only. The 
gold, circulating at its world-wide value, would effect the self- 
acting regulation of the currency. 


4ft. Fourthly .—The object of establishing |he new currency 
man easy and simple relation with that of Great Britain is effected 
by fixing the exchanges at 2s. per rupee, which is proved by tlie 
elaborate analysis and investigation laid before the Society of 
Arts in 1870, to have been as nearly as possible the true average 
of its value for the 15 years previous to that time. 


47. Fifthly .—The object hero indicated is also gained by the 
arrangement just mentioned, as it would fix the exchanges for 
all future time within the smallest trifle of 2s. per rupee, and 
the present value of the Indian revenues at 50 millions sterling 
per annum. 


48. Sixthly .—The avoidance of any material alteration of 
present prices and contracts will evidently he secured by con¬ 
tinuing to use the present currency as it stands, provid *d the 
measures proposed be not delayed too long, and the violent 
strain which is now brought upon commerce by tho derange¬ 
ment of the exchanges allowed to disorganise existing prices. 


40. The following is the probable course of events if the 
proposed measures be adopted. The Government would, with 
or without successive stops, practically close the Mints to 
silver. The exchanges would then rise, till they reached 2s. 
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por rupee, the price of gold bullion falling ' pari passu to less 
than. 10 rupees per tola pure, after which it would be brought 
to the Mint for coinage. 

60. The existing rupees would continue to occupy the 
place they have always held in the currency; and prices, if 
and so far as at present deranged, would insensibly resume and 
for ever retain their former scale. The price of gold being 
reduced to the normal rate of 38Bs. Idas, per standard ounce, 
or 1611 s. Idas, per tola pure,* will be procurable in exchange 
for rupees without loss, when required- for foreign barter or 
export, pending the time when an abundant supply of gold 
coins shall have been diffused throughout the country. When, 
also, a stock of gold has boon accumulated as cover to the issue 
of cnrroncy notes, a large fund will be readily available for tlio 
same purposes. The way to the prompt restoration of the 
exchange and currency is to be found in the absolute control 
gained by the Secretary of State the moment that the ruining 
competition of cheap silver is got rid of. 

51. Finally. — I am anxious to refor to a remark which is 
sometimes made applicable to my proposals, namely, that the 
rupees would have a “forced” currency, and an “artificial” 
value. Such an epithet is rarely applied to our shillings and 
half-crowns, which circulate very readily without forcing; and 
in regard to artificial value, this expression is never used as to 
the price of highly-taxed commodities, such as ardent spirits. 
And in this particular case it is in one sense hardly correct; for 
what an article actually costs to bring it to market is a real value 
when there, although it may be cheaper elsewhere. I would also 
notice an expression used by more than one respectable writer, 

* Gofe could be delivered much cheaper, and has been -old even as low as 
14Es. 8as. 51 pies per tola. Vide iny "Remarks upon a gold currency for 
India,” note to p. 28. 
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and referred to in para. 20, speaking of the “momentous step” 
of changing the standard. If the remarks upon this subject 
which have been already made have afforded the expla¬ 
nation intended, it will be understood that the momentous 
thing is, not the ^rectification of the standard, but the vast 
mischief that has been caused by its having got out of 
oidei , in other words, that it would he as appropriate to 
speak of the momentous step taken by a man who had fallen 
into a ditch scrambling out of it, as to apply that term to the 
necessary rectification of the measure of value in India. It 
will also bo apparent, from what has gone bofore, that no 
difficulty, and not the slightest expense, would attend the 
measure, on the contrary, if we take into consideration the 
heavy losses prevented by the change, a very large profit to the 
Government would be realised. 


London, 

\st August, 1876. 


J. T. SMITH. 
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ESSAY No. 3. 


Containing Answehs to some further Objections. 


1. The proposal of the Bengal Chamber of Commerce to 
stop the coinage of rupees, has been objected to on the ground 
that its effect would be to hold out the greatest stimulus to 
private coinage which has ever been given in the world. That 
the Americans will not lose the Indian markets if they can 
help it, and if the Government will not coin these rupees, they 
will do it for themselves, that no law will be able to keep what 
they coin out of India. 

2. This objection has been remarked upon in my Essay No. 
1, paras. 28 & 29, and in No. 2, paragraph 18 ; and I have there 
stated that the “stimulus” to forgery in India is not greater 
than it has always been since 1835, and is at present; nor 
as to unlawful coinage sensibly greater in India than 
it is in France or England ; and that it is not within the 
hounds of reasonable probability that fifty millions, or even 
five millious of rupees per annum should be smuggled 
into the country. The coiners must indeed he much moro 
successful than is at all likely, if they should succeed in 
smuggling one million, or oven half a million of coins annually 
into India; and the utmost amount of mischief they could 
do, if they succeeded in smuggling in fifty millions annually, 
would be to delay the “appreciation of the currency.” 

3. A great deal has been written also respecting the evils 
of an “ appreciation ” of the currency, which have been stated 
to be an “ obstacle to commerce.” But according to the plan 
I propose, just the opposite is the case. It is the fact that the 
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currency is at present “ appreciated,” in the sense of being 
worth more in exchange for commodities than its metallic value; 
and the effect of the proposal of the Calcutta Chamber of 
Commerce would be to prevent its depreciation, and to keep it, 
for tho moment, in the samo position as the 5-franc pieces in 
Prance. But, as regards the obstacle to commerce, the proposal 
of tho Bengal Chamber of Commerce is only so far defective, 
that it does not go far enough. It is only a half measure. If, 
in addition to closing the mints for silver, they had proposed to 
open them for gold, at a certain limit, that would have estab¬ 
lished the te specie point,” the want of which is referred to as 
being so mischievous. 

4. Again, as to the obstacle to commerce, it would seem 
to be implied that an obstacle would be created which does 
not exist at present. Is this true ? On tho contrary, is it not 
the caso that there is an obstacle to commerce now ? By way 
of determining whether there would be any fresh obstacle, let 
us consider what would be the effect of stopping the coinage 
of silver, the mints being open to receive gold. If the coinage 
of rupees were stopped to-day, and the Secretary of State were 
to issue bills at a minimum rate of 2s. per rupee, tho mints 
being open for gold, as proposed by me, the rate of exchange 
must inevitably rise to 2s., and would remain so for all future 
time, as long as that state of things existed, and with barely 
the slightest fluctuation. Would that he an obstacle to com¬ 
merce ? Would it not, on the contrary, be a vast improvement 
on the present state of things ? 

5. It is not recommended that the Secretary of State should 
thus arbitrarily raise his demand, and that suddenly; but if he 
only left it to competition, tho alternative being gold at the 
rate of 38 Its. 14 as. per oz., it would most certainly rise of 
itself; and then all further trouble and all further loss would 
be at an end. 
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6. What is the “true remedy” which has been recom¬ 
mended ? It is as follows :—“ not to impede silver going to 
“ India, but to permit the laws of trade to diffuse silver through 
“ India and through the world.” This might be all very well if 
India had no connection with England, no fixed silver revenues, 
and no gold liabilities; but having that intimate relation with 
her, it is but common prudence to consider what may be the 
consequences of leading matters alone. 


7. It lias been said that in some mines silver can be 
produced at as low a rate as Is. 6d. per ounce. Ii by any 
possibility that should be the future permanent price of silver, 
in gold, what would be the effect on the Indian revenues ? 


8. This result, if it were within the range of even remote 
probability, ought, at the least, to ho considered. What is it ? 
It would indicate a reduction in value of the Indian revenues 
by nearly three-fourths of their whole amount! As it may, 
however, be considered an extravagant supposition, let us sup¬ 
pose the permanent future value of silver, stated in gold, is 4s. 
per ounce. How would that affect the Indian revenues ? 


9. It would inflict a permanent loss in the European value 
of our revenues of eleven and a half millions sterling per 
annum; and admitting that, in time, much of this might be 
recovered, it is certain that two-fifths of it would be wholly 
beyond early redemption. 

10. What is the alternative proposed by me ? It is, that 
the rupees being already “ appreciated,” should not be allowed 
to fall; that the further wants of the country should be pro¬ 
vided for by admitting gold, which would take the lead in the 
currency, and for ever put an end to variations in the rate of 
exchange. 
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13. It has been stated that my argument in favour of the 
suggestion, that a Gold Standard might be adopted in India 
without buying tho gold, is based upon a supposed balance of 
trade of India, as follows 

“ According to the last return there was a balance of trade during the last 
eight years of 17 millions sterling in favour of India. By adopting a gold 
standard they would make their balance payable, nut as it was now, in silver* 
but in gold, and in this way they would obtain tho necessary gold. If there 
was a balance of 17 millions sterling in favour of India, in the first place, tho 
balance was in rupees converted, at 2s. the rupee, into gold. In the second 
place, against the balance of trade they had the India Office draughts upon 
India, amounting to 15 millions sterling in gold, to which must be added all 
private remittances from India, amounting to several millions. There are, 
therefore, grave doubts as to the large reputed balance in favour of India, 
after taking into account all these transactions* But if there were a balance 
of trade in favour of India, it was due to the expansion of her export trade, 
and as the rise of prices in India had not corresponded to the fall of silver in 
London and elsewhere, tho export trade wns now greatly stimulated. The sole 
object in adopting a gold standard in India was to raise the value of tlve rupee 
outside India, and the efFect of thus suddenly raising the value of the rupee 
would be at once to check and curtail (ho export trade. But the scheme being 
based entirely upon the excess of exports over imports, the first result of its 
adoption would be to cheek natural causes now operating in our favour, and so 
destroy the foundation on which it rested.” 

12. The above does not at all represent my views; my argu¬ 
ment that a gold standard might be established without buying 
the gold, had in reality nothing to do with the balance of trade. 
It was founded upon the fact that a gold standard and a gold 
currency are not necessarily connected, and that a curroncy 
made of paper or of rupees might be based upon gold—that is, 
upon a gold standard—without having a single gold coin in 
circulation, 

13. The fact, taken from the report of the Committee, of the 
actual remittances to India at the rate of seventeen millions 
per annum in specie and bills, was used in support of a very 
different argument, in which it was quite immaterial whether 
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the figures represented pounds sterling or the calculated value 
of rupees at 2s. per rupee. The argument) which will he found 
in Essay No. 2, para. 31, merely requires the admission of the 
fact that there is a very lai’go balance remitted to India in 
specie and bills. 

14'. Lot me repeat, that a gold standard and a gold currency 
are totally different things. If the Secretary of State for 
India were to forbid the future coinage of silver for individuals, 
and at the same time declare that for ever hereafter he would 
issue bills on the Indian Treasury to all applicants at 2s. per 
rupee, he would virtually have changed the standard by that 
single act, and the rupee currency would from that date he 
based upon gold.* If this statement he fully considered, it 
will be seen clearly, that the change of standard is not so 
very formidable an undertaking as bas been supposed. 

15. In regard to gold currency , that certainly does require 
the use of gold, and I have stated my belief that it would be 
gradually brought into India and accumulate there, although 
I admitted that it would always be the first to leave the country. 
But this belief was not founded upon balances of trade pro¬ 
duced by the stimulus referred to; it was based upon the 
expectation that the increase of the commerce of India would 
require an increase of her circulating medium, at least as 
large as that which it lias been proved to have required in 
past years ; and no one who considers the probable, indeed 
certain etfect of the vast efforts made by the Government of 
late years in opening the means of communication, and afford¬ 
ing facilities for trade, can doubt that it will be even much 
greater. If it be so, if in the course of the next 30 years only 

♦ It might perhaps be desirable to adopt this as a tentative measure, the coinage of 
rupees oli private account being only suspended till farther*notice. This might be continued 
for a considerable time, with or without the use of gold coins, if a sufficient supply of the 
ordinary coinage were kept up by the Government. By regulating the amount of bills put 
into the market from time to time, the rato of exchange might ho raised by competition to a 
high figure ; but it would bo advisable to fix a maximum rate at which bills might always 
bo had, in order to provide for the necessities of commerce. 
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ranch he added to the currency in gold as Colonel Hyde 
states nras added to it in silver during the period from 1835-6 
to 1874-5, namely, 167 millions sterling, my expectations will 
be fully realised; and more than sufficient gold coins for the 
use of the public will have been established in circulation. 

16. But it may be said that no additions can be made to the 
circulation except by means of the coinage of precious metal 
brought in by the balance of trade; and, consequently that a 
scheme which is based entirely upon the excess of exports over 
imports, and which checks the causes now operating in its 
favour, stimulating the export, and discouraging the import 
trade, must, as a result, destroy the foundation upon which it 
rests. 

17. This argument, which appears to be only reasonable and 
conclusive, is nevertheless in reality fallacious and inapplicable 
to the real circumstances of the case. In order to examine it 
thoroughly it is necessary to separate the extraordinary and 
abnormal stimulus now given to the export trade of India, occa¬ 
sioned by the fall of silver, from the natural and healthy stimulus 
necessarily occasioned by the increase of commerce. It is 
enough to say regarding these, that the former, which is tem¬ 
porary and accidental, will, if not stopped, work its own com¬ 
paratively speedy cure, by causing importations of silver bullion, 
flooding the currency, and raising all prices till the present 
“.appreciation” or difference in the value of the rupees in and 
out of India ceases to exist; and it is this which it is desirable 
to prevent, because it would carry with it a heavy loss of the 
Indian revenues. The latter is the natural and self-acting 
corrective of the insufficiency of the circulating medium, arising 
from, the expansion of commerce, and which, act ing slowly by th e 
insensible “ appreciation ” of the insufficient currency, draws to 
itself the requisite supplemental coinage, through the agency of 
the favorable balances of trade, which it steadily and persistently 
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In regard to para. 5 it is said 

«'Plie * cseteris paribus ’ spoils the argument. The coins will exchange for 
double only if thev do not encounter the metal cheaper in bullion, consequent y 
the ‘ if it be quite unavoidable ’ (in para. 7) must be proved, and it is not 
unavoidable if cheap bullion competes. A small seignorage is. sustainable 

because the stamping and coining are processes worth something above bullion. 

21. This objection is, perhaps, due to my omission to explain 
the nature of the “legal tender” and its effect in the market. 
Havin'* legal tender, bits of paper, containing no definite promise 
to paylnevertheless exchange for value, and sometimes equal to 
full weight coins; and bits of metal when stamped and of legal 
tender do the same. There is absolutely no competition between 
coins which have legal tender and bullion which has not. The 
latter not being available for the legal discharge of debts, or 
for the payment of any tax or impost, naturally commands only 
an inferior place in tho market, the difference representing the 
“appreciation” of the coins, whether by seignorage or any 
other cause. The effect of seignorage or other “ appreciation ” 
is to raise the local value of coins above that of bullion. 

22. It is unnecessary to prove that which is matter of 
hypothesis, namely, that the seignorage payable to procure 
coins is quite unavoidable ; because when a seignorage is estab¬ 
lished by law, it is impossible to obtain new coins without paying 
it. Hits of bullion are not coins, and are useless for very many 
purposes for which coins must he had, at any price. 

23. In para. 16 my statement as to the three exceptions to 
be made is admitted with the following limitations: 

“A, for a trifling seignorage. B, if restricted and having no competitor 
at a cheaper rate. C, if the subsidiary or token currency of metal lms no great 
divergence of true metallic value. 

' “Silver is legal tender here only up to 40s. Below that the metallic 
value is near enough, hut if tho silver depreciation abides, shillings will be corned 
bv forgers I am persuaded, and they will have to be increased in weight. 
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creates; in the same manner as the accidental “ appreciation ” 
is now working the same result. 

18. The same “appreciation” of the currency, an cl balances of 
trade will continue and occur, when the expansion of commerce 
requires it, whether the rupee be now fixed at 2s. by selling it 
for gold only, or be allowed to sink to Is. (3d. by a comparatively 
sudden influx of silver. Ancl it is not correct to say that the 
measure which would stop the influx, and fix the rupee at 2s., 
would prevent the future balances of trade, which would he 
caused from time to time as the currency became too small for 
the work it had to do ; or that it would destroy the foundation 
on which it rests. That foundation is the future increase of the 
currency; and if it can he affirmed with any show of reason or 
probability that 20 years hence the currency of India will be of 
no greater value than it is at present, then it must be admitted 
that there will he nothing to represent the value of gold coins 
to be introduced during the interval, except that of the silver 
coins destroyed or lost out of circulation. 

19. Another argument brought against my proposals is the 
difficulty of procuring the gold, in consequence of the large 
amount of that metal as well as silver used for the manufacture 
of ornaments,or hoarded; but this objection is, I trust, suffici¬ 
ently met by the fact that I have only reckoned upon the same 
additions being made to the currency in future, as it has been 
proved have been made in past years, in spite of the hoarding 
and ornaments; and also that, as the standard can be changed 
without the possession of a single ounce of gold, there is not 
the least difficulty to he apprehended in doing so at once ; 
thereby for ever putting an end to all but trifling fluctuations 
of the exchange, and awaiting the gradual establishment of the 
gold currency, as the expansion of commerce shall call for and 
introduce it 

20. The following objections have been urged against the 
explanations given, in my second essay. 
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24. The remark under B is also applied to para. 17, but 
the answers already given will he sufficient. It must ho allowed 
that when the divergence of metallic value is very great, the 
temptation to unlawful coinage is much increased; but as I have 
explained in No. 2, para. 18, the danger is far less in India 
than in European countries. 


25. In regard to this same para. 18, my correspondent 
writes :— 

“There is something in this reasoning. To forgo genuine silver rupees 
may be very difficult for India. I do not at all think that, the great difference 
of value abiding, it would be impossible, but it is here shown to bo hard. Still 
I would back the forger as likely to win in the long run. The temptation would 
be so enormous, and the gain so large. And do not forget that coin is easily 
smuggled, it lies in small compass, and would come in in driblets. India, has 
many pores through which a little coined metal might penotrate.” 

26. On this objection it does not appear to he necessary 
to make any further remark than (referring to Essay 2, para. 
18), to draw attention to the facts that the gain by coinage of 
genuine rupees, with all the expenses of dishonest distribution, 
would not probably be “ enormous and that even if a small 
number were successfully smuggled into the country, they 
would form but an insignificant proportion of the 40 or 50 
millions of rupees annually required. 

27. Of course the importation of foreign made coins must 
be prohibited, and they must be rendered liable to confiscation ; 
the necessity for guarding against smuggling being an incon¬ 
venience which must be tolerated by India, as well as 
other countries, if we are to prevent rupees from sinking 
in value together with silver. But the temptation to unlaw¬ 
ful coinage might be gradually reduced and extinguished 
if, after the price of silver was settled and become steady, 
the Government were from time to time to replenish the 
currency with heavier new token coins at 10 per cent, 
seignorage; making use of the profits thus obtained to call in 
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and re-coin a corresponding number of the old pieces, giving 
them tho same deficiency of value. 

28. It may perhaps bo objected that these new pieces would 
be bought up for hoarding, or for the melting-pot or exportation; 
but they would not be liable to this common disadvantage 
because, as regards hoarding, they would be preserved by the 
much greater suitableness of gold for that purpose; and, with 
regard to melting and exportation, they would be superseded 
almost entirely by the superior cheapness of silver bullion. 

29. Those who share my belief as to the future rapid 
development of our Indian commerce, and the very large demand 
sure to be made in the course of years for additional currency, 
will asrree that I am. within tho mark when I reckon that five oj 
six millions sterling will he required annually, of which three 
millions, supplied by the Government, might be of silver, and two 
to three millions by the public, of gold. If we assume, by way 
of argument, that the future normal price of silver will he 48d. 
per ounce, the cost of the rupee on the present system being 
Is. 6^A., or, say, a reduction of 23 per cent., there would bo a 
gain of 91 per cent, on all the new rupees added to tho 
currency, if 10 per cent, seignorage he taken, and per cent, 
he allowed for the expense of coinage, and there would be a 
loss of 13 per cent., upon all old coins called in and re-coined.. 
This would allow nearly 19 millions of the old coins to be 
renewed without loss to the Government, besides the 30 
millions of new coins added to the currency; but even then the 
process would be a tedious one; and to do more would involve a 
sacrifice. If a million sterling per annum were devoted to this 
object, it would take probably 12 to 14 years to accomplish it. 

30. The renewal might be also greatly accelerated, if some 
practicable measure could be devised whereby the loss in the 
transaction could bo slowly and equably distributed over the 
whole population, during a lengthened period. 3?or instance, 
if at the time the new and heavier coins were introduced, it- 
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were enacted that at the end of every successive year, for 15 
years, the old rupee and half rupee pieces would he reduced in 
value as legal tender, and in all payments made by the 
Government, and all receipts of revenue and taxes, by a 
cumulative discount of 1 per cent, per annum, or, preferably, 
of two and one pies respectively, np to, and not exceeding 
30 and 15 pies, of which 192 make the rupee; the effect would 
he that in. each succeeding year an increasing number of the 
old pieces could be called in and re-issued of the heavier 
weight without any loss. If the increasing reduction of 1 per 
cent., or two pies in the rupee, were made annually, it would 
follow that at the end of the sixth, year it would bo possible to 
call in and renew nearly 31 millions of old coins, besides the 30 
millions of new coins ; and at tlie end of 14 or 15 years to 
work up all the remaining old currency without any loss what¬ 
ever. By that time, supposing the Indian Mints capable of 
easily executing 100 millions of pieces per annum, two-thirds 
of the work would have been accomplished. 

31. The argument of Para. 19 is denied, it is said to be— 

“ Not. shown as to reaching * former normal powers of local exchange 
the argument, if good, would place a power in the Indian Government of 
decreeing one rupee equal to one sovereign ; and that this would work, ‘ Former 
power ’ is a mere phrase ; directly the metallic value exhibits a wide discrepancy, 
2s. is not more likely than 20s.; hut, of course, 2s. is all you want.” 

32. This is an important objection, and one worthy of careful 
discussion, the more so as the remarks which have been made 
upon the subject of legal tender may appear to give support to 
it. It is very necessary, therefore, to explain that, when I say 
that the rupees if restricted would become appreciated till they 
reached their former “powers of local exchange,” I did not 
refer to any power or authority of the Government, not even 
to tho “legal tender” they possess, but merely to the fact that 
if they were restricted they would become gradually reduced in 
numbers compared with the transactions to he settled and the 
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commodities to be transferred by them; and would then be 
“appreciated ” up to their former value, because their number 
would be absolutely limited, and the demands of trade rapidly 
increasing. No authority or act of the Government, not even 
of the legal tender, gives any absolute value to a piece of 
money. It only defines what a coin, such as a rupee, is, and 
how it is to be obtained ; which conditions being complied with, 
the coin is a legal tender in discharge of contracts expressed 
in rupees : but the quantity and value of commodities given in 
exchange for the coin, depends upon the comparative sacrifice 
of capital required to procure one and the other; that is t ue 
cost of procuring rupees and other articles. 

33. A few years ago the cost of procuring a rupee was 
equal to that of procuring 12 J grains of standard gold, and prices 
throughout the length and breadth of India then, and a short 
time ago, remained adjusted to that ratio. Now, they may he 
had for little more than the cost of 9-| grains of gold, hut in 
the interior of India they would he considered of equal value 
with the older rupees ; and, but for the exchange with Europe, 
would continue to do so till the gradual flooding of the Indian 
currency raised all prices, ancl reduced the value of every rupee 
in the empire to its mere, metallic worth. If the Indian 
Government were to close the mints to silver*, without pro¬ 
viding any other means of obtaining the currency, they might 
rise in value, putting aside the administrative difficulties con¬ 
nected with smuggling and forgery, to almost any degree. 

34. In regard to para. 24, it is observed that— 

“ A vital difference is unnoticed betveen paper and metallic tokens. 
These last Lave nothing but their metal to stand upon. The paper token pro¬ 
fesses to give a dollar. That is, so many grains of gold. Of course if the metal 
pledged sinks in value, the paper token follows.” 

My argument is, that if inconvertible paper tokens may 
by restriction be kept of the value of full weight gold coins, it 
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follows that metallic tokens can he so too. It would, certainly 
he better that the Government of India should he prepared, 
and should advertise its readiness at all times to exchange gold 
for their token currency, under certain conditions, and it will he 
proper that this should he done hereafter. This step would 
meet the objections as to “ divergence of metallic value,” but 
I have not proposed it at present, because it would he a serious 
difficulty for the Government at first to provide the means 
of exchange in all parts of the empire, and most probably he 
attended with heavy losses ; while, on the other, hand, it is not 
really necessary, for as soon as the exchanges have been restored 
to the normal rate of 2s. per rupee, gold will ho procurable at 
par ; and in the'eourse of time gold coins will be abundantly 
dispersed, and it will then he easy to establish the privilege. 

35. Much objection has been raised to paragraph 25 as 
follows:—• 

“ Tlie cardinal point has to be proved. No proof yet given. That 2s. will be 
given for what may he had for Is. Gd." This assumes that, by Government 
decision and action, a seller of goods who can get more silver from a buyer at 
Is. 6d. will be content to give the same goods for less silver at 2s. A difficult job 
to prove.” 

What is here referred to is a matter of fact, which is 
well known and established by abundant testimony, namely: 
that up to a recent date, prices throughout the length and 
breadth of the interior of India were not as yet materially 
increased by the fall in the value of silver. If rupees passed 
current only as so many bits of metal, it might have been 
different, but at present they pass only as rupees; and the 
natives know but little what they cost, or are worth, except in 
the prices of the accustomed tariffs. 

. 36. At the chief Indian ports, the abnormal state of the 
exchange tends powerfully to affect the prices of both exports 
and imports, and thereby to induce large shipments of silver 
to be converted into rupees, which would in time raise ail 
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prices to the level required by ls.6(l. per rupee, or the true price 
oi ! silver. My correspondent continues— 

37. The action on prices must he considered now. It must be remembered 
that much silver in India is taken for hoarding, ornaments, <fcc., ivo., See., and was 
bought at 2s. It can be had now at Is. 6d. as bullion, and the same goods, the 
same sacrifice of the buyer, will fetch more silver. That will be seen so; and, if 
by nothing else, there would be two prices in every shop. So many rupees at. 
la. 6d, in bullion, so many less if they have a mark upon them, Do you think 
that possible for long ? That the whole country will not be in conspiracy against 
it. Contracts for payments will stipulate the particular form of the metal to bo 
paid. The 2s. rupee will be hemmed in and pushed out.” 

The writer here is evidently not aware what a patient and 
submissive race we have to deal with in the generality of our 
Indian subjects; even if it were a case of hardship, instead of 
inconvenience, it would take a vast deal more to awaken them 
to any demonstration. But the truth i3 that the matter is 
settled in a much more simple and effectual manner, as ex¬ 
plained in my answer to the objections against para. 5, namely 
that the effect of seignorage or appreciation is to raise the local 
value of the coins above that of bullion; the consequence, 
therefore, is that the value of bullion stated in rupees would 
appear to fall in all parts of the country. 

38. In regard, to the 29th paragraph, my correspondent 
asks-— 

“ But can any Government permanently do, or for any appreciable time, 
this indispensable thing ?” 

This I am obliged to answer in the negative, for human 
research has not yet succeeded in finding any article or com¬ 
modity which can with certainty, and for a permanence, be 
referred to as a precise standard or measure of value; never¬ 
theless, the statement may be justified as true in theory 
although iu practice it can only he carried out with a certain 
amount of imperfection. 

39. It is here asked— 

“If the rate of the Council bills must rise to that of gold at 2s., why does 
it not do so now V’ 
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The answer to this question seems to be so very obvious 
that the enquiry can only be accounted for by the fact that the 
subject has not been properly explained by rue. The reason 
why the Council bills cannot now rise to 2s. is because the rupees 
which they transfer can. be had in unlimited abundance at a 
much cheaper rate hy the transmission of silver bullion. W non 
this can be had at 48d. per ounce, rupees can he had for 
about Is. 6|d., and it is not to be expected when that is the 
case, that merchants would give 2s. for them. However great 
may be the demand and competition for rupees by bills, the 
competition is obviously limited by the price at which they 
can certainly be obtained, in indefinite (quantities, other .vise. 
When they are obtainable freely by silver, the price given for 
them in bills is limited by the price of silver; but when, as in 
the case referred to hy me in the paragraph objected to, they 
would he only procurable by gold at a certain rate, the price 
given for them in bills will be limited by that rate, viz., 2s. 
per rupee and if the supply of hills is short and the competition 
active, they would very nearly, if not quite, fully realise it. 

40. A further remark is made upon this paragraph to the 
effect that— 

(i There would bo no true ‘former value ” 
of the rupees. This is perhaps best answered by referring 
to the 46th paragraph of the second Essay, and the elaborate 
analysis printed in the appendix. 

41. On the 43rd paragraph it is observed— 

“If gold is not dexnandabfe till after due notice, the rupees become 
inconvertible notes, and wlnifc basis have they for any value? The shopkeepers 
in America will alter tlieir prices to the value of the day." 

Coins which are legal tender must be taken in payment, 
and they exchange for commodities in exact proportion to 
■what it costs to procure them, as has been already explained in 
para. 32. That is the basis of thoir value. If they be as 
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is assumed, properly restricted, gold bullion will sell in the 
markets at par; and the value of the silver coins once 
fixed in regard to gold, will not vary as the American green¬ 
backs did, when they were issued or withdrawn, at the option 
of the Government. It would he unreasonable to make gold 
coins, which will be only an authentic and convenient form of 
gold bullion, legally demandable, when there are no coins; and 
the arrangement proposed, by which they would be gradually 
admitted into and take the lead in the currency, is thought 
to be convenient and free from any real objection. 

42. The conclusion at which my friend arrives after all 
his objections, is as follows :— 

“ But practically we agree. I would coin no more iTipeos, and as soon as 
possible adopt a gold standard. Only, till silver steadies itself, you cannot say 
how many rupees should go to the pound.” 

Gratifying as it is to find that my correspondent, personally 
a stranger to myself, is, on the whole, prepared to support my 
views, I am reluctantly compelled to take an exception to his 
last sentence. It appears to me that as the measure of value 
has been seriously disturbed, we are bound to restore it to what 
it was before the disturbance began; and this not only in justice 
to the parties to all contracts entered into before aud 
while the measure was impaired; but also in justice to the 
Indian taxpayer, to keep up the value of his payments in 
the markets of the world. 

43. If the standard he changed it will be a final settle¬ 
ment ; but in establishing a new one it would be as unjust to 
allow debtors to gain an advantage from the fact of the former 
standard having failed, as to allow creditors to he mulcted in 
heavy sums, because the rectification was not sooner made, or 
anticipated and rendered unnecessary. 

44. The following objections have been kindly sent to me 
by another correspondent, an Indian Banker, personally a 
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stranger to myself, said to bo long familiar with the practical 
consideration of these questions. 

“ lie (Col. Smith) supposes that from the absorption of silver, the currency 
would become scarce, and that therefore the rupee would rise in value, and 
circulate at the level, as compared with gold, thus artificially fixed for it.” 

“ The immediate effect produced by the closing of the Mint against silvor 
would be a heavy fall in the price of that metal; and it seems inadmissible that 
any scarcity of rupees in India could ever raise the value of the rupee, intrinsi¬ 
cally worth, say one shilling, to command two shillings.” 

45. The argument respecting the fall in the price in silver 
is answered in Essay No. 1, paras. 40 and 41, to which may he 
added, that if India should hereafter take two or three millions 
sterling per annum of silver bullion out of the market, she could 
not be blamed for any further decline in its future price. In 
regard to the inadmissibility that any scarcity of rupees could 
raise their local value, I must refer my critic to paras. 19 to 27 
of my first, and 9 to 13 of my second essay, and my answers 
to the remarks of my first correspondent who takes up the 
same argument with himself at pages 31 and 32. 

46. My proposition is that with a limited currency, the so- 
called intrinsic value has little or nothing to do with the matter. 
In all markets commodities are offered for sale at such prices 
as the vendors can afford; and in the Indian market the rupees 
have held the place which the cost of procuring them indicated 
in reference to all commodities ; and they hold that place, pretty 
much, still. Suddenly, the cost of procuring rupees has greatly 
fallen, and if admission to the currency remains free, they will 
in time be superseded and reduced to the value of the cheaper 
rupees. But if the currency be closed, as to the present method 
of procuring rupees, and they should in future be only had by a 
mode as expensive as the former one, then my argument is that 
they will retain their vahie; that is, they will continue to ex¬ 
change for what they really cost. 


uwisr/fy 


n 




47. Tlio cause which is assumed by rue to bring about the 
scarcity of rupees, is the increased demand for currency sure to 
bo occasioned by the expansion of the internal trade of the 
Empire, which in the last 39 years required additions to the 
value of 107 millions of pounds sterling. If it can be affirmed 
that there never will be any further demand for currency, then 
the “ appreciation ” would he confined to the contraction caused 
by the annual loss or destruction of coins, which lias been esti¬ 
mated at three millions sterling per annum; but if, as I believe to 
be certain, there will be a future demand for additional currency, 
much exceeding that of past years, it will be not unreasonable 
to calculate a requirement of five or six millions of £ sterling 
per annum; and when this has continued for a few years a 
scarcity must ensue. In ten years the deficiency would he no 
less than from 500 to 600 millions of rupees. 


48. “ The very causes "which are assumed to be the means of bringing about 
the soarcity of rupees would cease to exist. Rupees would no longer bo hoarded ; 
but, on the contrary, would be at once pressed forwai’d for conversion into 
exchange at two shillings, and would sink to their real value.” 


This argument has been already answered in paras. 15 and 
19, pages 61 and 63, where it is shown that the demand for 
additional currency has existed, besides the absorption of silver 
and gold (of which latter 86 millions sterling have been absorbed 
in 20 years*) and during all which time boarding has been going 
on. as it always has done, and always will do, while the nation 
is prospering. 


49. As for the rupees “ being brought forward ” for conver¬ 
sion into exchange at 2s. per rupee, and sinking to their real 
value, it seems to bo forgotten that when the exchange really is 
2s. per rupee, there is no more object in exchanging rupees for 
English money, than when it is at a lower figure. No profit 


* Miscellaneous Statistics, Finance Account, No, 93, 
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can be made by buying English money at 2s. and then re-pur¬ 
chasing rupees at 2s., but only a loss, by brokerage and com¬ 
mission. If it be meant that the rupee should be sent out of 
India to be exchanged for gold at. 2s. per rupee, then it must bo 
pointed out that gold can only be brought into India in pay¬ 
ment of a balance of trade, and that the rupees themselves can¬ 
not bo used as exports to bring returns of gold, as their value 
is strictly local. 

GO. Hence the rupees will be worth 2s. as expressive of the 
value of goods, either locally or for export, and the rupees them¬ 
selves will be worth 2s. in exchange for commodities, as indeed 
they now are, hut only in India. They cannot sink in the value 
given to goods so long as the exchange continues at 2s., and 
that will be almost immovably so, when it is fixed, as proposed 
by me, in gold. 

* 51. “ Prohibition of silver coinage would introduce gold, no doubt, but would 

not in any way alter the relativo values of the two coinages, as the laws of supply 
and demand would come into play, and force all commercial tram,actions to be 
finally adjusted with reference to English exchange.” 


The laws of supply and demand are precisely those which 
will effect the objects proposed by me, and tlxey will establish 
the relative values of the two coinages, those values being equal. 
What is understood by the law of supply and demand is, that 
if there bo an effective and unlimited demand for any article in 
the market, it will command in that market at least as much 
as its cost price. 

52. If the present rupees have formerly cost as much as one- 
tenth of a sovereign each—are at present exchanging with com¬ 
modities for about that value—and in future cannot be procured 
for less than that value, the inference is allowable that, under 
those circumstances, the relative values of the two currencies 
will be equal. 


And what will be the English exchange? If 17 to 20 
millions sterling in value of Indian rupee currency must 
be procured within the course of every year, and there is 
no other possible means of procuring them (imports into India 
of commodities having been exhausted) except by gold at 2s. 
per rupee, and Council bills at the same rate, it appears to be 
pretty certain that it would be 2s. per rupee. 

53. u Cho importer of gold, who has bought that metal at its true value with 
reference to silver, would never consent to hand his gold over to tho Mint at 
Us. 38,14as. per ounce (equal to Us. 10 per sovereign). If he should require 
to have his gold coined for convenience sake, he certainly would only then part 
with it at its natural and real premium. Under no circumstances would gold 
coinage accumulate in the hands of the Government; and it seems a fallacy to 
imagine that by any arbitrary act could even a Government succeed in putting 
such pressure upon private individuals as would force them to part with their 
gold at a price far below its real value.’ 7 

When the rate of exchange is 2s. per rupee, it will be 
found by merchants and bankers on many occasions easy to 
deliver gold at less than 38.14as. per ounce,* and they will 
gladly do so without any pressure. When it is said that “ under 
no circumstances ” would gold coinage accumulate in the 
hands of the Government, my meaning as stated in Essay 
No. 1, para. 11 and para. 15 of this Essay, page 62, seems to 
be misunderstood ; for it is not declared that gold would 
accumulate in the Government treasuries, but in the country, 
and in circulation ; and it can hardly be denied that the Govern¬ 
ment would have as much power and opportunity of acquiring, 
and if they wished it, of hoarding gold as private individuals, 
without using force or oppression, 

54. u Colonel Smith admits that gold coins would for a time command a pre- 
nilum, hut that this would disappear as they became abundant and silvor coins 
became scarce. But tho rarity of the silver rupee would in no way enhance its 
value, even if the silver coin did become scarce.” 


* Vide note to paragraph 50 of Essay No. 2. 






I think this objection is answered in Essay No. 1, paras. 21 
to 2G, Essay No. 2, paras. 12 and 15, and in this Essay, paras. 
21 and 32. It arises from the difficulty felt by many minds in 
understanding that legal tender currency, whether made of paper 
or metal, circulates with authority, and exchanges for as much 
“ capital ” or “value ” as it takes to bring it into the market. 

55. “ But what is to bring about the scarcity of rupees i They can never bo 
exported. They are hoarded to an enormous extent. And the moment it is 
found that ten rupees could purchase a gold coin equal to a sovereign, tho 
hoardings of years would be produced, and the law that an inferior coinage 
always drives out one superior to it, would have another illustration.” 

It is true that the rupees cannot he exported, and it is 
probable that they are to some extent hoarded, but not to an 
enormous extent, because it is known that: gold has been hoarded 
to a very large amount; and, whenever possible, it is likely 
gold has been substituted for silver for that purpose. There is, 
therefore, not much to fear on the score of this objection, 
though hoarding may tend somewhat to delay the early diffusion 
of gold coins. As for the inferior currency always driving out 
one superior to it, that only happens when the inferior, or, 
rather, cheaper currency can be freely obtained by the public ; 
and the reason is obvious; but the law does not apply when the 
cheaper currency is not procurable freely, as we see exemplified 
for years past in England, and now in France. 

56. “ The Indian by no means prefers the bulky rupee to the more convenient 
sovereign, as a coin for hoarding. On tho contrary. And it is to be feared that 
any attempt to carry out this plan would only cause great disturbance, and would 
entirely fail in bringing about the objects sought.” 

The first, of these statements is, probably, quite correct; 
and it affords a reason for my belief that, although there is a 
very large amount of precious metal hoarded, it is principally 
gold and fine silver bars, and not very much of coined silver. 
The second does not require any special answer. 
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67. u Much might also be said of the impossibility of preventing illicit coinage 
of rupees when a gain so enormous would be tho temptation. 

This objection has been answered in No. 1, paras. 28 to 30, 
No. 2, para. 18, and No. 3, para. 26. 


58. The foregoing objections contained in the three Essays 
are the most important that have been received up to the 
present timo; and it is hoped that they will afford a sufficient 
illustration of the principles upon which the proposals for *ho 
restoration of the Indian currency and the introduction of 
gold are founded, and of the chief arguments by which they 
may be attacked and defended. 

ro . The most interesting point for enquiry and decision 
is, whether the Indian Legislature, by suspending tho coinage 
of silver, and publicly undertaking to transfer Indian rupee 
currency to all applicants, in London or elsewhere, at a fixed 
rate in pounds sterling, would not thereby change the Indian 
standard of value to gold, without the slightest disturbance or 
even knowledge of the native community; and be enabled to 
put on end to all material variations of tho currency, and 
future depreciation of the Indian revenues. 


London, 

Is* Sept., 1876. 


3. T. SMITH. 




ESSAY No. 4 

REMARKS UPON THE RESOLUTION OP THE GOVERNMENT OF 

INDIA, AND THE COMMENTS THEREON BY THE “TIMES.”- 

ON THE DIFFICULTY CAUSED BY UNLAWFUL COINAGE.- 

OTHER OBJECTIONS.—AND ON THE AVERAGE VALUE OF THE 
RUPEE. 

1. The following remarks are intended to show that the pro¬ 
posals I have ventured to make in my former Essays meet all 
the objections offered by the Government of India to the 
suggestions of the Calcutta Chamber of Commerce. 

± The first objection is referred to in paragraph 8 of the 
resolution, and states that Government are invited to take a 
measure calculated to enhance indefinitely the value of the 
rupee, and which must eventually lead to a fall in prices. 
This is true, and the defect of the proposal is implied in the 
remark made in the 16th paragraph, that, had it been asked 
that simultaneously with the closing of the Mints to silver, 
they should be opened to receive gold, the recommendation, 
would not have been open to the objections that appear to the 
Governor-General fatal “in limine” to that actually made. 

3. My proposal is precisely that which is approved by the 
Government of India, as it will he found by referring to Essay 
No. 1, paragraph 13. It may he added that, although it is 
proposed to raise the rate of exchange by degrees, yet tho 
effect of the whole measure upon the prices of commodities in 
India will be “ nil,” except in so far as they may have been 
altered by the depreciation, in which case only, and to that 
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extent and no more, they will be restored to their true quota¬ 
tions, estimating the rupees at their average value during the 
last 20 to 80 years. 

4 . It appears, further, from a perusal of the 17th and 27th 
paragraphs of the Governor-Genera] s minute, that while deeply 
sympathising with the losses of individuals, and the disturb¬ 
ance of trade caused by the fall in the exchange value of the 
Indian currency, he is of opinion that there is nothing as yet 
in the nature of existing circumstances, notwithstanding the 
inconveniences and anxieties which they undoubtedly involve, 
demanding recourse to a measure so “ costly,” and of which ali 
the requisite conditions are at present so uncertain as that 
above referred to, namely, the closing the Mints to silver, and 
opening them to receive gold. 

5 . If reference be made to my Essay 2, paragraph 50, Essay 


8 , paragraphs 51 and 52, and also paragraph 8 and the latter 
part of paragraph 42 of the present Essay, it will be seen that 
there is really not the slightest uncertainty as to the results of 
the measures I propose. It is possible there maybe some depres¬ 
sion in the value of silver, after the exchanges have been restored 
to 2 s. per rupee, and gold is freely brought in for coinage ; hut 
when it has ceased to affect the currency, any further loss of 
price of silver will bo an unmixed benefit to tho natives, and 
lead to its increased absorption for manufacture and ornaments. 


0 . In regard to the costliness of the measure, it is most 
probable that this opinion was founded upon the belief that, a 
gold currency would he an indispensable and immediate accom¬ 
paniment of a gold standard; hut although it is true that it 
might be a convenience, yet it will he evident by a perusal t? 
tho remarks made in Essay 2 , paragraph 43, and Essay 3, 
paragraphs 14 and 15, that it is by no means a necessity, and 
that not a single farthing need be expended upon it. 

7 . The sole inconvenience of the artificial value given to the 
rupees would bo felt in small transactions with foreign traders, 
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by whom the token coins would be taken only at the price, of 
the metal contained in them. It would not bo felt in any 
other transaction; and this difficulty, which would be gradually 
removed as gold coins became plentiful in circulation, would 
be no worse than it is now, and irremediably so, for rupees arc 
now only receivable in such transactions at their bullion value ; 
while, if my proposals be carried out, it would be capable of easy 
remedy by tlio purchase and employment of gold bars, which, 
after the exchange with London lias been raised to 2s. per 
rupee, will be procurable by the token rupees without sensible 
loss, first in Calcutta and Bombay, and afterwards in all principal 
cities, because the mere fact of a demand bill on London being 
worth 2s. per rupee makes the value of gold, which is the same 
as that of a demand bill, 3 S'It as per standard ounce (that is at 
2 s. per rupee) at which price, or a trifle more, it is more profit¬ 
able to bring it from Australia into India, than to take it to tlio 
Bank of England in London. 

8 . As this point is of some consequence, it may be useful 
to add the following When a telegraphic transfer of English 
money can be procured in Calcutta or Bombay, on payment of 
one rupee for 2s. sterling, it is more profitable to take gold 
thither from Australia for sale at 38\L4 as per standard ounce, 
for the purchase of such transfer, than to carry it forward for 
sale to the Bank of England for £3. 17s. 9d.; because by the 
former plan the same amount in sterling will be realized in 
London more than a fortnight earlier; and hence the price of 
gold cannot exceed the 38 rupees 14 annas, when the exchange 
by transfer is at 2s., as that is a more favourable disposal of it. 
than the price, to realize which, the great bulk of the produce of 
the Australian mines is sent to Europe. Hence it appears that 
Gold bars will be at all times procurable in India at “ par ” when 
the exchanges have been fully restored; and there is, therefore,no 
necessity, on account of the small trade carried on with outside 
dealers, for the forced adoption of a gold currency, which will 




establish itself by degrees without any expense whatever. And 
with regard to the " costliness ” of my proposals in other 
respects, it is unnecessary to repeat the statements made in. 
paragraphs 26, (8tbly) and 35 of this Essay, to draw attention to 
the very large pecuniary advantages which are inseparably 
connected with them. 

9 . It is only necessary to notice one more remark of the 
resolution of the Government of India, namely, that con¬ 
tained in the 11th paragraph, to the effect that it is essential 
to a sound system of currency that it should he automatic. 
This truth has not been overlooked in the proposals I have 
made, as will be evident from the fact that, at the very moment 
that silver is excluded from the Mints, they are opened to gold; 
and the increase and diminution of the currency might ho from 
that date regulated by the import and export of gold, and the 
self-acting operation of prices on tho balances of trade. 

10 . It is true that, instead of the immediate restoration of 
tho rupee in exchange to its full value, and the consequent 
simultaneous equivalence of gold at the rate specified, I have 
suggested for consideration the propriety of effecting the chango 
by comparatively slow steps, in order to avoid the great distress 
and ineonvenionce to commerce that a sudden return to the 
true position of the currency would occasion; but tbis does not 
in any way interfere with the principles of the measures advo¬ 
cated, hut only moderates the effect of the change, in consider¬ 
ation of the necessity of guarding the many and important in¬ 
terests at stake, from the conseqttences of sudden, action. The 
Secretary of State might in an instant put an end to the heavy 
losses now incurred, owing to the abnormal depreciation of the 
Indian currency; and if that be not done, it will be only because, 
in considerate regard for other interests, he may refrain from 
taking advantage of the power which circumstances would un¬ 
doubtedly give him, of exchanging the currency for nearly its full 
value; and consent for a time to continue to suffer loss, till by 


a gradual process ho may bring about the desired change, with 
the most ample notice to all parties who may be interested in it. 


COMMENTS IN THE “TIMES” OF T1IE 25l'll OCTOBER, 1&7G. 

11. In a leading article of the “ Times,” under date the 
25th of October, 1876, the misconception of the Government of 
India, leading them to suppose that the substitution of a gold 
for a silver standard would be “ costly,” is poiuted out, but 
it is added that— 

“ If it was announced that after a certain day the coinage of silver would 
il 1>g suspended, and that gold would bo coined instead, for whoever might 
<( bring it, in coins that would be exchangeable for rupees at a fixed rate, there 
would be introduced into India the bimetallic system actually prevailing in 
“ Prance and a change in the currency would be gradually iuti*oduoed. At 
i( first no gold would be brought to bo coined, but as the suspension of tho 
il coinage of silver operated to raise the value of the rupees to tho value defined 
“ by tho fixed rate of exchange of rupees and gold, gold would be more and 
il more brought to the Mint and find its way into circulation.” 

All this is quite correct if it be explained that the bi¬ 
metallic system referred to is not the double standard formerly 
prevailing in France, and advocated by Mr, Cemuschi, but a 
single standard of gold with token silver coins, of which the 
o franc pieces are legal tender to any amount. 

12. The article goes on— 

“ Tho process would bo automatic and not costly, but it would be oxtremely 
<l slow; and there is ovory reason to believe that its practical effects would bo a 
41 great disappointment to thoso who now recommend it. Silver bullion, deprived 
“ of its last great open market, would fall far below anything wo have already 
41 experienced, unless the owners of tho Neveda mines obtained a re-establish- 
(t ment of a silver currency in America. At tho same timo,tlio primary effect on the 
u trade of India would bo disastrous. The foreign trade of tho groat Peninsula 
il depends largely on tho export of silver to it, which is oxehanged for com- 


“ modifies, and then coined and passed into the currency; tut if silver was 
« summarily deprived of tho quality of eonvortibilit.y into money, this course of 
“ trado would ho closed, and some time, a time of great embarrassment and 
“ distress, would pass before commorce became reorganised.” 

13. These remarks appear to be founded on a misappre¬ 
hension as fatal as that of the Government of India with 
respect to costliness. 

In the first place, no embarrassment or distress ought to 
occur if ample notice bo given to the public of the intentions of 
Government in regard to any change. 

Secondly, in consequence of the notice, all pre-existing 
engagements will be carried out without prej udice or injury i 
and, after the expiry of the notice, parties wishing to place 
funds in India will have the means of doing so to any extent, 
by means of the Secretary of State’s bills, with absolute cer¬ 
tainty, both as to tho present and tho future. Tills, it would 
appear, will not only not occasion embarrassment and distress, 
but the very opposite, and be an immeasurable improvement 
upon the present state of things. 

14i. It may be asked, how about foreigners, such as the 
Chinese, or others, who may possess silver, and wish to make 
uso of it for remittance ? To this it may he replied that the 
silver has its full market value in China, and everywhere else, 
and it may he exchanged for gold, and the latter sent to India: 
or for bills on London, whore Council bills may be purchased; 
or it may ho offered for sale to the Government of India at the 
market price, to be bought by them, just as the British Govern¬ 
ment buy silver for the token currency here. A consideration 
of these various methods will, I trust, enable any one to believe 
that there need not bo much embarrassment or distress, after 
due notice of tho intended change, for the short period, occupied 
in carrying it into effect. 

15. The last paragraph of the Article begins as follows: — 

“ Tho transformation of tho currency of a country like India i.-J a task of 
« ouch dimensions that a case of proved necessity must bo established before 
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u any Government/ can be persuaded to enter upon it. If the operation is to be 
“ rapidly performed, it 13 extremely costly; if it is left to spontaneous action 
“it will be extremely slow. We adhere to tho opinion, more than once 
“ expressed, that it is entirely unnecessary.” 

16. It is not a little remarkable to find a writer, com¬ 
menting upon an important despatch in which the Governor- 
General of India expresses his deep sympathy with the losses of 
individuals and tho disturbance caused by the fall in the 
exchange value of the Indian currency, repeating his opinion 
that a measure which lie has stated would not ho costly, hut 
only extremely slow, and which he must ho aware would very 
speedily (it might he mado immediately) put an end to all these 
evils, is “entirely unnecessary.” 

17- As the paragraph stands, the opinion strictly applies 
only to the introduction of the gold currency , which, it is tri o, 
is comparatively unnecessary; hut it is evident from the next sen¬ 
tences that the author has omitted from his view the effect of tho 
change of standard upon tho rate of exchange, upon which all 
the losses and embarrassment hitherto experienced especially 
depend. 

18. The writer’s only grounds for this conclusion, in 
addition to the explanation, which will he presently noticed, 
appear to he his misapprehension as to the embarrassment and 
distress during the short period of transition; which, even if it 
were correct, would he no just argument against a measure of 
State policy calculated to affect all future time ; and his remark 
tiiat “ if it (the change) he left to spontaneous action, it would 
he extremely slow.” The first is a mistake, as before explained, 
and the second is the strongest argument in favour of the measure 
which its warmest advocates could advance. What could bo 
more desirable than that tlio introduction of tho gold currency 
should insensibly take place by tho spontaneous action of tho 
operations of commerce ? It must, however, he remembered 
that it is not the alteration of the currency , hut of the standard. 


which is now so much needed, to put an end to all the em¬ 
barrassment and difficulties to which, commerce, individuals, 
and the Government have been and are exposed; the effect 
upon these would be as speedy as might be required. The 
introduction of the gold currency is of comparatively no im¬ 
portance, and would not injuriously affect any interest, how¬ 
ever long it might be delayed. But the author adds— 

“ Every private) difficulty arising from a diminution in tbo purchasing 
“ power of silver, will he adjusted hy the spontaneous action of those whom it 
“ affects much more easily and efficiently than it could bo by the intervention 
“ ol'tho Supreme Government, and the single difficulty will he the discovery of 
“ the means for redressing tho balance of the Stato income and expenditure. ’ 

19. Can the author of tho above statements have seriously 
considered the following sentence in paragraph 4 of the carefully 
worded resolution which lie criticises: “ but it may be long before 
a stable adjustment of relative value is again attained, and mean¬ 
while the mercantile world must suffer.” Can lie reflect upon 
the probability, almost certainty, that whatever the equilibrium 
may bo, it will be below the former rate of 2s. per rupee, and 
that to whatever extent it rules under the former average, 
to that extent private interests will he permanently and 
hopelessly injured. These interests are very large, including 
the Indian Government debt, the annual remittance ol 15 
millions sterling, representing a capital of 300 millions sterling, 
and all the private capital invested in India. Does he also 
remember that, “ redressing the balance of the State income 
“ and expenditure ” means, either extracting more tribute from 
the taxpayers, or restricting the development of the resources 
of the Empire ? If my statements are correct, the whole of the 
depreciation and loss will be removed, speedily and for ever, 
by the measures—not necessarily irrevocable—1 bave recom¬ 
mended. This will be effected, not only without trouble or 
expense, but on the contrary, a considerable gain ; and it can 
only be brought about hy the action of the Government of 


India; and although the writer states that every private diffi¬ 
culty would he “ more easily ” adjusted by the spontaneous action 
of individuals, it certainly appears to bo a very hard problem, 
and one which the author might gain well deserved reputation 
and gratitude of the parties interested if he would solve, name y, 
how a large Indian Bank, having a capital of a million sterling 
employed in India, on winding up its business, or taking stock, 
can realize the number of pounds sterling spent in acquiring it. 

20. If the Government of India wish the capital of parties 
in Great Britain, or any other gold standard country, to be freely 
invested in India, they will not bo insensible to the great im¬ 
portance of guarding them against the severe losses and dis¬ 
appointments to which a difference of standards m the two 
countries unavoidably exposes them. It would be a great mis¬ 
fortune if the progress of India were to be restricted by the 
amount of capital advanced by the natives for its improvement; 
which, from the latter part of the 25th paragraph of the resolu¬ 
tion, the Government of India seem to consider necessary; and 
it is a recommendation of my plans that this necessity would be 
altogether obviated. 


OX XUE DIFFICULTIES CAUSED BY UNLAWFUL COINAGE. 

21. To get rid of every trace of doubt regarding the diffi¬ 
culty which has been objected to ray proposals connected 
Avith the unlawful introduction into India of genuine corns 
manufactured in America or elsewhere, it is very important 
to shew that however great the temptation might be, it may 
bo restrained within bounds, or reduced to nothing, at the 
pleasure of the financial Minister; but before entering upon 
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this explanation it may be desirable first to give a glance at 
the dimensions of the question. 

22. Great Britain •with her population of about 32 millions 
lias a metallic currency at the rate of not less than £4 per head; 
Prance at the rate of £5 or £6 per head. 

Both these countries have the assistance to a very large ex¬ 
tent of all kinds of banking facilities, notes, bills, and cheques 
innumerable. 

23. India, 20 times the size of England, and 5 times that of 
Erance, in area, and more than G times that of either of them 
in population, is comparatively destitute of banking facilities 
in the way of deposits, cheques, &c.; and at present the great 
bulk of her transactions are from hand to mouth by ready- 
money cash payments. The people are industrious, active, and 
speculative, and the country fertile, and abundant in resources. 

24. I have shewn in my first Essay that in the last 38 years 
the trade of India increased nearly four-fold. Its currency has 
doubled in 20 years, and this, before its canals, railways, and 
telegraphs have had time to tell on its commerce. 

What would be a fair and moderate estimate of India’s re¬ 
quirements for currency 40 years hence ? 

If it were equal to Erance, which is perhaps a more just 


comparison than England, its population of 230 millions would 
possess a currency (at £5 per head) of 1,150 millions sterling in 


value. 

Supposing, instead, that its commerce should increase in the 
next 40 years only as much as it has done in. the past 40, the 
corresponding value of the currency would he 560 millions. 

Again, if the currency increased only in the same ratio as 
during the last 20 years, it would be four-fold its present value, 
and would amount, also, to 5G0 millions. 

Now, if the currency increases from the present value of 
140 millions sterling to 5G0 millions in. 40 year’s, that would be 
by an addition to it at the average rate of 10-| millions per 


annum. 


25. My first Essay was written when silver was depreciated 
12 or 14 per cent., and it appeared to me that 10 or 12 per 
cent, is not too largo a reduction in value of a token currency, 
in the circumstances of India. I have since observed that 
the Americans proposed 9 or 10 per cent, for their token 
currency. 

In my third Essay I proposed methods to reduce the dif¬ 
ference of value to 10 per cent., if it should, by any chance, 
become necessary; but from information more recently 
obtained it seems very doubtful whether anything would be 
required. 

26. Let us, however, suppose the worst. That there is a 
difference of 20 per cent, in favour of unlawful coinage, and 
smuggling, and that nothing lias been done to reduce the 
temptation, as proposed. 

1st. In the first place it appears that, coining on a 
large scale in India could not foil to be prevented ; and that 
importation from abroad could also be prevented; for the 
country is well surrounded by the ocean, and impassable 
barriers. 

2 ndly. But supposing that in spite of all efforts, a certain 
amount of unlawful coins did succeed in gaining admission into 
the currency. Are they likely to do so, continuously,, to such an 
extent as to seriously affect an annual increment of 101- 
millions sterling ? or say, even of 6 millions ? 

3 rdly. If they did so, what would be their effect ? This may 
be answered by saying that they would prevent the Govern¬ 
ment making additions to the silver currency to the extent 
they otherwise would, and to the amount of their own value. 
If we >vcre to assume that one million of Rupees were 
smuggled into India annually, on the average, their effect 
w ould be the same as if an extra one hundred thousand pounds’ 
worth of private bills on England were drawn in India. The 
rupees being exchanged for goods sent abroad, or bills, they 


12 

would, as imports into India, diminish a balance of trade 
favourable to Tndi'a to their own amount, and retard the intro¬ 
duction of gold to the same extent; but they would do no 
other harm; unless we assume that they were brought in to 
such an extent as to turn the balance of trade against India. 

4 thly. The unlawful coins, unless as numerous as just 
supposed, would do no harm or injury to anyone except the 
Government. They would injure the latter by diminishing the 
additions to the silver currency proper to be made at certain 
times, and the profits of them—just as the smuggling of salt 
or opium would deprive the Government of the much larger 
profits of those monopolies. 

5thly. But against the losses so sustained wo must set off 
the profits necessarily resulting from the measures proposed. 
If we assume that out of the 10|- millions annual addition to 
the currency, 8-|- millions are of gold, by commerce, and 
2 millions of silver by the Government, that would imply (at 
20 x'cr cent.), a gain of £400,000 per annum, less the amount 
reduced by smuggling; which, if one million of rupees were 
brought in, would be 20 per. cent, of £ 100 , 000 , or £ 20 , 000 . 

6 thly. But even supposing, that there were either no 
additions made to the silver currency, or that the gains to the 
Government under this head were reduced by smuggling to 
“ Nil,” what would be the gain to the Government of India by 
an early rise of the exchange to 2 s. per rupee, and its per¬ 
manent fixture at that rate, with only fractional deviations ? 

7 tidy. What would not he the relief and benefits con¬ 
ferred upon the public iu India and England, and the officers 
and members of all ranks of Her Majesty’s service in India ? 

fetbly. The ad vantage under the sixth head may be reckoned 
by millions, if 20 per cent, be assumed; and if not, then the 
difficulty assumed is also diminished. 

9thly. It must he remembered that if the difference of 
value or “ seignorage ” of the token rupees he too great, 




measures might be taken to get rid of the difficulty as proposed 
by me (in pages 06-7, paragraphs 29 and 30), and also that, 
whether this be done or not, we have only to wait till, in duo 
time, the gold coins take the load in the currency, and the 
silver coins will then be restricted. 

2 /, The object of all these representations is to shew that 
although there might possibly ho some difficulty attending my 
proposals, yet that the objection of unlawful coinage and 
smuggling does nothing more than threaten to diminish one— 
and that the smallest one—of the enormous advantages and 
gains which they would secure both to the Government of 
India, Her Majesty’s services, and the public in general engaged 
in our vast and daily increasing Indian trade. I hope, there¬ 
fore, that it will be admitted that, although it is possible the 
unlawful coiners and forgers (paragraph 18, page 39) might 
give us some trouble, yet my proposals would, nevertheless, 
succeed in producing an incalculable amount of good, and very 
largo financial gains, iri spite of them. 

28. But in addition to the arguments already advanced, let 
us suppose that the apprehensions connected with the difficulty 
of unlawful coinage are still not removed; that on the per¬ 
manent settlement of the value of silver as compared with gold, 
the intrinsic value of the rupee should he very far below its 
current worth, and that it is feared the profit might be so great 
as to make it a tempting speculation to run the blockade of all 
the preventive measures the Government may establish to 
exclude foreign-made coins from the country. 

Under these circumstances it would be desirable to draw 
attention to two facts:— 

First. That, as before observed, foreign made genuine 
rupees, if they did gain access to the interior of India, in all 
but excessive numbers—for instance, to any extent short of the 
whole balance of trade of the Empire—would do no harm to 
any one excepting the Government, and to them only by 
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retarding the introduction of gold, and depriving them of the 
profit arising out of the coinage of gold and silver at the Mint. 

Secondly. That "by carrying out the principles suggest :d, 
(3rd Essay, paragraphs 27 to 30) for the case of an excessive 
difference between the current and intrinsic valuo of the corns, 
and by a timely adjustment of the rate of exchange, the 
temptation itself may he reduced to nothing, or kept witmn 
such limits as may be known to he quite safe. 

20. The main difficulty in settling the details of the intro¬ 
duction of a gold standard for India, in such a case, arises from 
our ignorance at present of what may he taken to he the 

future permanent value of silver as compared with gold, and 

also what the amount of temptation our preventive measures 
will he sufficient to overcome. In my pamphlet I have taken 
it for ■'■ranted that a difference of 10 per cent, between the 
current"and intrinsic value of the rupees would not: be too great, 
assuming that the Government would, through the agency of the 
Customs” both in India and Ceylon, hare no difficulty in prevent¬ 
ing the introduction of coins of foreign manufacture, and would 
also put a stop to those of native Indian mints; for it must 
he remembered that unlawful coinage of genuine rupees cannot 
be profitably carried out except Upon a large scalo ; and their 
importation into India, if it take place at all, must ho on a 
large scale also. 

30. The suggestion above referred to, which was made to 
meet the event of an excessive permanent reduction of the value 
of silver, compared with gold, was the gradual dis-rating of the 
rupees coupled with the issue of new coins at a seignorage of 
ton per cent. It was proposed to. effect this depreciation of 
the current value of the present coins by slow degrees, in 
order to create the least possible disturbance of existing 
cont racts, and to afford ample time for the progress of events 
to show conclusively what would be a proper final estimate of 
the future permanent price of silver, whereby to fix the weight 
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of the new token coinage. For this purpose the cumulative 
depreciation of one per cent, per annum was suggested, but 
this might be much increased, if it were desired, without any 
serious ill effects. 

31. The process of dis-rating might be carried on till tho 
current value of the coins had been reduced very nearly to 
their intrinsic value—it might be carried even somewhat lower; 
and they would then be brought to the mints freely for 
sale and for conversion into the new token currency, at a con- 
saderable profit to the State. 

In the meantime the former Company’s rupee would 
hold its place in all public and private accounts as an imaginary 
coin, or money of account, in the same manner as the “ cur- 
“ rent rupee ” was, when in use in the beginning of the century. 

32. It will he understood that theso measures would be only 
called for iu the event of the permanent price of silver, as 
compared with gold, being so very greatly reduced as to make 
it o, serious difficulty to prevent the introduction of unlawful 
coins, and very serious loss being thereby occasioned. It is 
obvious that by the time the current value of the coins had 
been reduced to their intrinsic worth, all temptation to unlaw¬ 
ful coinage would be at an end. There also is another circum¬ 
stance which would tend to diminish it. 

33. What is now referred to is the rate of exchange. It will 
have been understood from what has been formerly said on this 
subject, that from the moment that it has been declared that no 
more silver will be received into the Indian Mints, but only gold 
at the rate of 2s. per rupee (Act 17 of 1835 having been repealed), 
the Secretary of State will have a monopoly of a very large 
part of tlie means of remittance; and that from 17 to 20 
millions sterling per annum will be remittablo to India only by 
means of Council drafts upon the Indian Treasury. It would 
be quite •practicable, therefore, for the rate to be fixed at once, 
at nearly 2s. per rupee, and the public could not practi- 



eally avoid purchasing the Bills, and making remittances at 
that rate. But to do this suddenly would create a shock and 
disturbance of commerce even greater than that already expe¬ 
rienced, and on many grounds it would he very desirable that so 
great a change should be introduced by degrees. 

34. There must bo so many circumstances of which I am un¬ 
qualified to judge, which ought to be taken into the considera¬ 
tion of the course to he pursued, that I would not presume to 
express an opinion as to the details of the measure to be finally 
adopted by the financial authorities. The following remarks 
are therefore merely intended as an illustration of tho 
subject:— 

Supposing it were decided that the rate of exchange should 
he gradually raised to 2s. per rupee, or as near that amount as 
practicable, by successive stops of .} d. per rupee per quarter, 
and that notice of 6 months should ho given previous to the 
alteration. 

35. If the rate of exchange at the time of the first notice 
were Is. 9d. per rupee, it would, at the above progress, take 
31 years, including the notice, before it arrived at the full rate 
of 2s.; and, reckoning drafts to the amount of 15 millions per 
annum, the loss incurred by this considerate postponement of 
the rise, as compared with an immediate enhancement, would 
be about 3| millions sterling. If only three months’ notice 
were given in the first instance, nearly half-a-million sterling 
of this would ho saved. But it ought to be added, that the 
losses here spoken of are not real losses at all. they only indi¬ 
cate tho amounts by which the gains, in comparison, with the 
present state of things, would fall short of the full gains of an 
immediate and sudden bound of the exchange to 2s. per 
rupee. In both eases the actual gain by an immediate raising 
of the rate, as compared with a continuance of the present 
state of things, for 3£ years, would he £6,125,000, hut it 
would he reduced, in the first ease, by £2,609,375, in tho 
second by £3,078,125. 



It must be added that after the rate has risen to Is. lOd. 
there will be an additional gain upon all the remittances made 
in payment of money on account of railways. 


30. It will be obvious that when the rate of exchange is te. 
so great an extent subject to be influenced by the proceedings 
of the Government, it would be very desirable that ample 
notice should be given to the public of their proposed course of 
action. On the other hand, unless there be either some con¬ 
siderable uncertainty, some restriction of the issue of bills to 
the bon& fide wants of trade, or very considerable deiay, it 
would be difficult to avoid the inconvenience of speculative 
purchases on a lai’ge scale to secure the profit of the rise, when 
the latter could be certainly depended upon. This may perhaps 
be best obviated by special arrangements. 

37. It ought not to be omitted, that these speculative pur¬ 
chases would do no injury to any one except the Government, 
bv encumbering them with a larger supply of funds than are 
required for home payments, and at a lower rate of exchange 
than that at which they might be afterwards obtained. But 
they would carry with them this compensating advantage, that 
when the Secretary of State was more than abundantly supplied, 
he would be in a stronger position to advance the minimum 
rate of exchange for his bills in the future; supposing that he 
was acting upon a progressive and tentative system. 

It must here he noticed that until the rate of exchange 
has risen to nearly 2s. per rupee, no gold will be taken to the 
Indian Mints; and also that at times it may be necessary 
for the Council bills to be disposed of at a somewhat lower rate 
than 2s. per rupee, when gold can be delivered in India at that 
price, 

38. But the chief point which has induced me to touch 
upon the question of the rate of exchange is to shew how by its 
action it might, together with the dis-rating of the coins, in 
ease of need, annihilate all temptation to unlawful coinage. 

Bor instance, supposing an excessive fall of the value of 
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silver so that the ordinary rate of exchange was Is. Od. per 
rupee. So long as that rate continued there Would he no gain by 
unlawful coinage, because it would cost more than the Is. 6d. to 
procure the silver and manufacture the coins, and the rupees so 
obtained would only be worth the Is. 6d. for which they might be 
had by hills; but if, while the price of silver remained the same, 
the rate of exchange were gradually raised towards 2s., the gains 
by illicit coinage of genuine rupees would begin and. increase, 
jpari passu, with the advance in the price of the rupee. On the 
oilier hand, if, at the same time the dis-rating of the coins were 
carried on with equal rapidity as that noticed above, paragraph 
34, viz., |d. per quarter, or 4 per cent, per annum, the value at 
W'nich the coins would pass in India would continually de* 
cline, as the profit by coining them, had they retained full 
values, would have increased; and as fast as the temptation 
grew on the one hand it would diminish on the other, and 
might thus he avoided altogether ; hut as I have before 
observed, this expedient is only intended for an excessive de¬ 
fault in the value of silver; and, judging by the latest in¬ 
formation on the subject, will probably never he required at 
all. 

39. It is also important to observe, in answer to some objec¬ 
tions, that during the one or two years or more delay, and until 
the rate of exchange lias risen to such a point as to induce the 
delivery of gold to the Indian Mints, the quantity of silver 
absorbed by India will be precisely the same as if the coinage 
of it had not been interfered with, 

40. The Secretary of State must on the suspension of coin¬ 
age undertake to deliver bills at a fixed rate to all comers, and 
the whole of the remittances hitherto effected by bills, private 
drafts, and silver bullion, will be made by hills only, He 
will therefore have to grant remittances, not only for the same 
amount as formerly, but also for the sums sent by private 
drafts and uullion, and will thus have more money paid into 
the Home Treasury than he requires. The excess will be equal 


to the value of the bullion hitherto sent to India, and the 
Secretary of State will himself send it out to be coined on 
behalf of the Government. There will be thus precisely the 
same quantity sent to India as there would be under the existing 
system, till the time arrives at which gold can take its place, 
after which the currency will be for the future supplemented 
and regulated by that metal, and by any further additions to 
the silver coinage which may be found necessary for the 
purposes of internal circulation, 

41 But a doubt may still remain, namely, whether the 
whole currency of India can be permanently kept at a much 
higher value than the market worth of the mate rials composing it. 
Theoretically, it must be allowed that it might be done, as 
there are instances in which absolutely worthless tokens have 
acquired and, for years, maintained a high value; but in order 
to understand the case thoroughly, it is necessary to advert to 
the principle which is effective in all such cases, namely, that 
tokens, being legal tenders, necessarily exchange for the value 
of the minimum cost at which they can be brought into the 
market; which value they will retain so long as that minimum is 
strictly adhered to (vide Essay 3, paragraphs 51 and 52, p. 75 ). 

12 . 1 venture, therefore, to submit, as an illustration, that 
if the Indian Government were to pass a law increasing the 
seignorage upon rupees from 2 to 5 per cent, (the price of 
silver remaining uniform) the value of the coins would gradually 
rise till, instead of being, as now, worth 2 per cent, more than 
silver bullion, they would be worth 5 per cent, more ; and, in 
the same way, if the Government were to pass a law, as I propose, 
enacting that in future rupees should be only procured by the 
delivery of one-tenth part of the gold contained in the British 
sovereign, they would in future be worth one-tenth of a 
sovereign. We must not, however, fail to remember that the 
Government of India is not called upon at present to raise the 
value of the rupee, but only to prevent its depression. I may 
also mention that by my proposal the exchange with India 
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would certainly rise to and remain constant at about 2s, per 
rupee, and when that has been experienced for some time, the 
large number of two hundred millions of rupees being 
annually purchased in exchange for gold at that price; it would 
be impossible for the currency, which is already of that value, 
when it commands the same in the purchase of gold, to sink 
to any lower value in the purchase of commodities, 

43. The doubt has been suggested whether it would he right 
that the Government, of India should possess the privilege of issu¬ 
ing token money “ad libitum” without some effective restraint, 
such as that always in operation in regard to full weight metallic 
coins; whether, in fact, it would be safe to give them a power 
which might possibly be abused. This objection has been in some 
measure provided for by the note to para. 31 of the second Essay, 
page 47, where it is pointed out that if the supply of silver were 
overdone, the gold would leave the country. But the explana¬ 
tion may be carried a little further, by saying that after the 
exchange is restored in full, gold coins will continue to 
hear a small agio till they are in sufficient numbers for the 
wants of the country, and the increase or diminution of the 
agio will indicate whether the silver coins are in excess or 
deficiency ; but if the Indian Government were to increase the 
supplies of silver coins till the gold pieces had left the country, 
the exchanges would afterwards begin to fall, and the Govern 
rnent would be not only reminded of their mistake, but 
punished for its commission. It may he remarked that it 
would be open to the legislature to enact that no silver should 
be coined but such as was sent to India, the produce of the 
overplus of payments for Council bills. When a surplus is 
required to supplement the rupee coinage, the amount of bills 
taken would be regulated with great precision by the 
Secretary of State, through a temporary relaxation of the rate 
of exchange; because merchants ana all other parties will always 
take hills in preference to sending out gold, if the former are 
sufficiently cheap. If the Secretary of State were to abuse the 


power, lie would flood the currency, raise prices, diminish the 
balance of trade, and, in the end, find a difficulty in procuring 
all the bills necessary for liis purpose. 

OTHER OBJECTIONS. 

44. Referring to tbe increased production of gold a few 
years ago, and drawing a parallel between that and the present 
superabundance of silver, the question may he asked Ought 
we to change at every variation of the value of the metals f 
To this I would, without hesitation, answer No. I would 
suffer a good deal ratlior than offend against the maxim to 
“ leave well alone,” although I believe it to be true that, with 
the exception of the inconvenience to merchants and others by 
tbe disturbance of arrangements previously made, there would 
be no more harm in changing the material constituting the 
standard of value of a country once a year, or even once a 
month, than there would be in changing from a wooden to a 
metal yard, provided there were no difference in the length 

represented by one and the other. 

45 . But the maxim “ leave well alone ” applies only when 
things are “well;” and my argument is that our present 
arrangement of the currencies of England and India is essen¬ 
tially wrong. It is not only now, when such enormous 
mischief has been suffered, but for years that I have advocated 
the importance of adopting for India the standard of England. 
Once having assimilated these important measures, there would 

be no reason for any further change. 

If reference be made to the paragraph at the top of page 6, 
the latter part of the paragraph at the head of page 19, ana 
paragraph 53, page 30, of my first Essay, this view will be found 

distinctly stated. 


ON THE AVERAGE VALUE OE THE RUPEE. 

46 My proposal of the rate of 2s. per rupee was, in some 
measure, based upon the supposition that the Government ot 
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India, on being satisfied that the measure of value liad become 
seriously deranged, would think it their duty to take steps to 
restore it to what it was ou the average, before the derange¬ 
ment began; and under this aspect of the question, that the 
careful analysis and calculation made by me of the latest infor¬ 
mation up to 1870, including the prices of silver and gold, and 
consequent value of the sovereign in rupees for 15 years to 
1867 inclusive, would be sufficient. 


47. That calculation, carefully carried out by three different 
methods, gave the value of the rupee within a very minute 
fraction of two shillings ; although considerable deductions 
trom the value of the sovereign, which were therein stated, 
were not brought into the account. 

48. As doubts, however, have occurred to some whether, as 
a strict matter of justice, it would be right to fix the value of 
the Company’s rupee so high as the equivalent of 2s;, more 
especially with reference to old standing contracts, I have 
thought it desirable to gather into one view all the facts within 
my reach as to the true value of the coin at different epochs, 
from the beginning of the century until the present time. 

49. The earliest information I have been able to obtain is of 
the year 1783, which is interesting from the circumstance of 
its being 10 years prior to Lord Cornwallis’s permanent settle- 
meiit. At the date referred to the Bengal Military Orphan 
Society was established, and the rate of exchange was at that 
time fixed at 2s. 4d. per sicca rupee. This corresponds with 
2s. 2^d. per Company’s rupee. 

50. In the year 1808 the Madras Military Fund was estab¬ 
lished, and the rate of exchange was fixed at 2s. 3A28d. 
per Madras rupee, equivalent to the present “ Company’s ” 
rupee. 

51. Iu 1811 in the first edition of Kelley’s Cambist (page 
117) it is stated that the “Sicca” rupee, which contained 
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175*927 grains of pure silver, was worth 24*566(1., and the 
“ Current ” rupee, which was an imaginary coin, or money of 
account, was worth at the same rate 21*177d., by which it 
appears that the latter represented 151*657 grains pure. Both 
these were calculated—valuing silver according to the (then) 
mint price in England—5s, 2d. per oz. standard. But it is added 
“ the market price in India is generally much higher, making 
“ this (the ‘ Current ’) rupee worth 2s. nearly, and the sicca 
“ rupee about 2s. 6d.” 

According to this statement, the present “ Company’s ” 
rupee, which contains 165 grains pure silver would have been 
worth 2s. 4*136d. as compared with the “ Sicca,” worth 
2s. 6d., or 2s. 2T115d. as compared with the “ Current ” rupee 
worth 2s. The mean of these two values is 2s. 8*125d. 

52. The next fact we are acquainted with is the establish¬ 
ment of the Bombay Military Fund, on the 1st May, 1810, when 
the rate of exchange was fixed at 2s. 3d. per rupee, the coin 
referred to being equal to the present Company’s rupee. 

58. In a letter from the Honourable Court of Directors, 
addressed to one of the Funds in 1832, it is stated that this 
rate, and those previously mentioned, were correct and fair at 
the time they were fixed. 

54. In the year 1819 the Government of India adjusted the 
ratio, of gold to silver at 15 to 1, and altered the quantity of 
pure metal in the gold mohur to effect that object. At the 
rate of £3.17s. 3 0Jd. per standard ounce for gold, plus seignor¬ 
age at 2 per cent., which was then charged for coining gold 
and loss of interest at 6 per cent, for 20 days, the value of the 
silver rupees, at -/ 5 -th of the gold coin, would be Is. ll*9d.: but 
it is stated (in Prinsep’s Useful Tables, page 4) that the gold 
coins were at that time at a discount, so that the rupees must 
have been worth more than 2s. 

55. In the year 1826, when the Bengal Military Fund was 
established, the rate of exchange was fixed at 2s. 4d, per sicca 



rupee, equivalent to 2s. 2'250d. for the existing « Company >» " 

66. In the year 1832, the Court of Directors altered the rate 
7 exchange for the Bengal Bunds to Is. lid. per sicca rupee • 
at the same time allowing the advances made in England to be 
repaid at the end of 12 months, during which time the funds 
were receiving interest from the Government for the moneys 
m the,r hands > at the rate of 8 per cent, per annum 

In like manner the Bengal Orphan Society’s Bund, which 
uad been established with a rate of exchange at 2s. 4d„ was 
reduced to ls« lid. per sicca rupee. 

67. In these cases it appears, by the letter of the Honour- 
able Court, that the rate of Is. lid. per sicca rupee was fixed 
because that was found to be the produce in England of sicca 
rupees sent home as a bullion remittance. They were sold at 
the price of silver prevailing at that time, of probably 59d.* 
pm- ounce standard, which would have yielded is. ll-377d 
per rupee if the pieces had been all of full weight and fineness • 

leaM 01 1S ' lld ' repre8eDting ° nly the valae *hey actually 

„ B oV^ e . a 1 Ual buIIi0n stained in the sicca rupee is 
" f 7(L l U Eu S' land > vve in order to arrive It the 

current value of the coin itself in India, add to this amount 

the expenses ot freight, insurance, loss of interest, and 
seignorage, the aggregate of which, in 1832, when the best 
means ot transmission was in sailing vessels round the Cape of 
Good Hope, conld not have been under 8 per cent. Calculating 
hose the true value of the "sicca” rupee in India was at the 
SsTOd. ’ the present Company’s rupee f^th less, 

In the year 1857 the above-mentioned rales were restored 
to 2s. per rupee. 


* Vid« Mr. Hoilingbery’s Treatise, para. 236. 
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Ess. 4 . 

58. It is stated in a Minute by Mr. Secretary Prinscp, dated 
20th November, 1841, that between 1835 and 1839 mint cer¬ 
tificates for gold were freely paid into the Government Treasury 
at “par,” and that sovereigns were sent in as bullion to the 
mint, and the certificates taken out at the Treasury in silver. 

During the time referred to, from 1835 to the end of 1838, 
the gold thus brought in for coinage was subject to a charge of 
2 per cent, seignorage, and a delay of 20 days, which, reckoning 
the interest of money 6 per cent., make the price of the rupees, 
of which 15 were taken instead of a mohur, costing 358.6d., 
(931-5(1. X 102-i X H&) 23-9 or ITl^d. 

59. In the year 1841, gold had risen in value nearly 7 per 
cent., the 15 rupee mohur passing for 16 rupees in the bazaar. 
This corresponds with a value of Is. 10‘194d. (the seignorage 
having been reduced to 1 per cent, at the end of 1838) per 
Company’s rupee. 

I have been unable to procure data to shew how long this 
rise in the price of gold lasted, but in 1853 it is shewn by the 
account No. 163 of the miscellaneous statistics, relating to the 
Government of India, published in 1875, that the exchange for 
that year, exhibited by the drawing of the Honourable Com¬ 
pany’s Bills, gave the value of the rupco at a trifle more than 
2/01, and the average of the 10 years ending 1862-3 is 2/0 
the average of the succeeding 10 years is 1/111, ending in March, 
1873, the average of the whole 20 years being 1/11-9. If we were 
to add to this sum a small allowance for interest during the trans¬ 
mission of the hills, the result would be more than the rate of 
2/- per rupee, thus corroborating the results obtained by wholly 
different and independent investigation, referred to in paras. 46 

and 47 of this Essay. 

60. If we now endeavour to reduce the facts above given 
to an approximate average, by considering each rate to have pre¬ 
vailed till it was roplaccd by the succeeding one, multiplying the 
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years and rates together, and dividing the aggregate products 
by the total number of years, the result is as follows:— 


From. 

To. 

Years. 

Rate. 

Product. 

1783 

1808 

15 

2/2-250 

393-760 

1808 

1811 

3 

2/3-428 

82-284 

1811 

1816 

5 

2/3-125 

135-625 

1816 

1819 

3 

2/3-00 

81-000 

1819 

1826 

*'■ 7 

2/0-00 

168-000 

1826 

1832 

6 

2/2-250 

157-500 

1832 

1835 

3 

1/11-670 

71-010 

1835 

1839 

4 

* 1/11-90 

95-600 

1839 

1853 

14 

1/10-194 

310-716 

1853 

1873 

20 

1/11-90 

478-000 



80 

— 

1973-485 


Now 1973-485 divided by 80 gives the average rate for tho 
whole period as 24"668d. per rupee. 

01. It must not be forgotten that there are two reasons of 
importance why the value of the rupee ought to be fixed at two 
Shillings. One is, the incalculable convenience and advantage of 
arranging the Indian currency in a simple and easy relation to our 
own monetary system in England; and the second, the necessity 
on the score of justice, not to allow the taxes paid by the 
labouring classes to sink below tlxe value they ought properly to 
command in the markets of the world, nor permit the land¬ 
holders under the permanent settlement to escape their just 
share of the burthens of the State, by making their payments in 
rupees of less than the proper value. 

J. T. SMITH. 

1 st November, 1876. 
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ESSAY No. 5. 

REPLY TO TIIE OBJECTIONS CONTAINED IN A LEADING ARTICLE 
OP THE “ ECONOMIST,” UNDER DATE NOVEMBER 11, 1870.' 

1. It may be considered a very great advantage and assist¬ 
ance towards the discovery of the truth, when an accomplished 
writer, one of the first authorities in Europe on financial 
subjects, undertakes the duty of examining an important 
mon :tary proposal, and marshalling in array against it all the 
arguments which his largo experience and extensive knowledge 
enable him to suggest. 

2. I feel, therefore, exceedingly thankful that the Editor 
of the “Economist” has done me the honour of devoting a 
leading article to tlio examination of my plans; and I have 
only to regret my misfortune that, from the peculiar circum¬ 
stances of India not being fully appreciated, and from ray 
failure <n afford sufficient explanation of them, the result arrived 
at lias been that they have been misunderstood ; a fact clearly 
shown by the declaration contained in the beginning of the 
second paragraph of the article, which, after an accurate descrip¬ 
tion of the scheme (with one exception, which will be hereafter 
noticed, para. 80) in the first paragraph, falls into the error of 
saying that it is a plan for introducing “not a gold standard, 
“ but a douhlo standard of a peculiar sort.” 

3. The two first paragraphs of this article are as follows: — 

“It has boon suggested that the coinage of rupees should be suspended in 
India; that their importation should be prohibited ; that gold should bo coined 
for anyone who will take it to the Mint at a fixed rate (say 2s. the rupee); that 
both rupees and gold should be legal tender, which everyone must accept, but that, 


/ 



for the present at least, no one should be able to demand gold. And in this way 
it is hoped that a gold standard would be introduced into India, without the 
Indian Government having to buy gold td exchange for silver, the cost of which 
would be more than it could afford. 

il But when examined, it will be seen that thin is a plan not for introducing 
into India a gold standard, but a double standard of a peculiar sort. Though 
the coinage of rupees is suspended, they are still to be legal tender, and their 
value will therefore continually rise; they will be ‘ monopoly coins/ so to speak, 
circulating at a scarcity value, and they will so circulate concurrently with gold. 
And this is to be the perpetual currency of India, for the only motive for think¬ 
ing of it is tliat silver is already about to fall greatly in value; its very adoption 
would for a very long time cause such a fall because it would close the Indian 
market against silver—and therefore the cost of buying gold to exchange for the 
rupee currency of India will be, years hence, more insuperable than it is now. 

t: But to this plan there are the gravest objections. First,” <&o., &o, 

4s. In order to arrive at a clear apprehension of the in¬ 
applicability of the epithet, a double standard of a peculiar 
sort,” it will he useful to enter into a brief examination of the 
terms employed, to ascertain their significance. Let me then first 
ask : Q. What is a standard ?—A. Without pretending to exact 
logical precision, this may be explained to be a clearly defined, 
and, as far as practicable, fixed and unalterable gauge, employed 
in regelating other measures in common use. Q. What 
is a standard of value ?—A. This is the value of a pre¬ 
cisely defined quantity of a certain commodity, used to 
regulate the value of a currency, which latter measures the 
values of other commodities.* Q. How does the standard 
of value regulate the value of a currency?—A. By giving 
free and unlimited power of adding to and obtaining the cur- 

* When a currency consists of full weight coins conforming to the standard 
within prescribed limits, and if within those limits, legal tender, it is sometimes 
said that the currency is the standard of value; but, though in common parlance 
this is not wrong, it cannot be said to be strictly correct; because the coins 
never are, and never can be, precisely u standard/’ and the term is wholly in¬ 
applicable to some currencies, such as inconvertible notes and token coins. 
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reney to all parties on their surrendering Hie prescribed stand¬ 
ard equivalents; thereby enlarging it and, “ pro tanto,” 
diminishing its value; or with equal freedom to diminish it 
and increase its value, by withdrawing the coins. 

5. It is not necessary to explain further how this system 
operates; but it is important to notice that it is essential to the 
automatic regulation of a currency that there should he abso¬ 
lute freedom ot exchange between it and the commodity by 
which it is to be regulated. From the moment that the free 
. exchange of the currency for the regulating commodity is 
stopped, there is an end of the regulation, and the commodity 
ceases to be the regulator or standard. 

G. Since 1833 silver has been the regulating commodity for 
the Indian currency, and 168-465 grains of that metal in its 
pure state, or 183'78 gra.no iiare surrendered to 
procure the rupee. The “modus oper an( ii” 0 f regulation 
is as follows •. The coinage of silver being iemandable, subject 
to a small charge, it becomes a profit for i divid uals to bring 
silver to the Mint the moment .r hat, by a fall in n_ /aiue, the coins 
struck from if can be had cheaper in comparison with commodities 
than the existing rupees of former coinages; and in such a case 
fresh rupees are poured into the currency until, in time, it 
becomes diluted and impaired in value, down to the level of the 
depreciated silver. On the other hand, if silver becomes more 
valuable than before, the coins aro melted and sent 
abroad; and thus the currency is always kept on a par with the 
value of silver. But the moment the coinage of silver is stopped, 
the former adjustment is put an end to; and silver, however much 
it might decline in value, could have no effect upon the exist- 

* The actual metallic constituent* of the rupee are 165 grains pure, and 
180 grains J-Jth fine \ but the merchant bringing silver to the Mint is subjected 
to charges of 21 per cent,, which cause each coin to cost what is above stated. 
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ing currency. The rupees, being legal tender, would, as the 
writer in the “Economist” truly says, continually rise in local 
value, although the silver they contain might fall. In other 
words, the currency would be no more regulated by silver. That 
metal, therefore, cannot he a self-acting standard by which the 
Indian currency will bo regulated, when, in accordance with 
my proposals, the free coinage of it tor private individuals is 
stopped. 

7. The writer in the “Economist” does not say what the 
two commodities are which constitute the “ double standard 
according to my schemo; hut we may presume that gold is one, 
because my proposal is that a certain specified quantity of it 
shall by law he made equivalent to ten rupees, and when 
coined be legal tender for that sum. Wo have just seen that 
silver cannot be the other standard, because, while excluded 
from the Mint, it w ou ' a be incapable of affecting the currency 
automatically by a vp7 of regulating it. Hence, as this is impos¬ 
sible, we are driven 1° the conclusion that, because it is proposed 

the “ monop ty rupees ” shall he legal tender, as well as 
gold, the writer may, perhaps, intend that the “ monopoly 
rupees,” continually rising, are the other standard, regulating 
themselves. 

8. There may be some who really fail to see the distinc¬ 
tion between a legal tender coin, or tolceu, and the standard of a 
currency, but this cannot possibly be the ease with the accom¬ 
plished writer in the “ Economist,” and I must conclude 
that he cannot have fully understood my plans. I will proceed, 
therefore, to enquire why, and to what extent, the monopoly 
rupees would “ rise continually.” 

9. The author of the article uses the expression “ their 
“value will therefore continually rise,” without indicating any 
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limit of this rise, either as to time or extent. An uninformed 
reader might, therefore, be led to believe that they would rise 
indefinitely; and the more so if ho failed to see the real 
meaning of the phrases, used shortly afterwards, that they are 
to be the “ perpetual currency of India/’ and “ that the cost 
of buying gold to exchange for the rupee currency of India 
will be, years hence, more insuperable than it is now.” 


10. The difficulty would be felt in consequence of 

'\\.tent^‘^ n S stated why the rupees would rise in value, and the 

vn . u ^ _;>f the rise. I will, therefore, explain these points. The 

• r ncy might ri«j in local value, and prices fall, because 

m a progr * ° ^ 

notary,* a,a S8*W * coatimial i»orc.ase of currency ,» 
the public by the to it, bulk would bo I>o,..blo to 

might, under my pro^ ,f si ' Ter - * ho ,a '" f "".SS'tf, 
it became profitable ^p 0 sC' 1,J,ian Su me u , giai J (| J 

to be eoiued und, r toknS ^eribed by the new 

standard of that condition, prw, 


11. Hence See ^ ^ *fte monopoly rupees would not 

rise indefinitely, ouc ,uly till their value equalled that 
at which currency would be profitably obtainable by means 
of gold at 2s. the rupee; and that having reached that point, 
as any further quantity of the currency would be obtainable 
at the same cost, its enlargement would ensue, and all further 
rise in value be prevented. 


* tl Prices would fall, not rise, in consequence of the non-coinage of the 
rupees. We must remember that the currency of a stationary country requires 
constant renewal; that of a progressive country requires constant increase, and 
therefore, if you keep the quantity fixed, prices are sure to fall. And as the rupees 
cannot he impended, there is no check on this fall. Smuggling rupees apart, 
tiro, decline will continuoas long as the fixity in quantity of the rupee is main¬ 
tained, and it will be quicker or slower in proportion as the increase of the 
country is so.”—“ Economist/’ 5th August, 1870. 



12. How much rise does that represent ? Upon this point 
I venture to offer the self-evident remark, that if, in changing 
the standard from silver to gold, the quantity of the latter 
metal taken to constitute the new standard, to be given in 
exchange for the rupee currency, were precisely of the same 
value as the average normal value of the quantity of silver 
contained in the existing standard, the effect would be that no 
rise in the value of the currency would occur or be possible, 
excepting so far and to the same extent as it might ho necessary 
to restore it, if it had become diluted and impaired byjhe 
previous free admission of depurated silver coins ” 
is not the case. 


,« n . . , , , . ,o third paragraph of 

13. On tins point I beg to lifer tn ti, 1 ~ / 

my fourth Essay, where the effect ,f fU ° ™"rT" P" 06 ! ’* 
... .rett to, , ■ ■ , T ue c ;k that overy writer 

1 +i- ■ ! v ,'ch I may add thc rem-.. t i . ' , ,, 

A 1 won this subject, , ; +w e > has declared that 

t t-i i 'J?:> to the preset tin _ ’ 

hitherto there lias 1 „ 1 1iiv ,,., M .iation of, the Indian 

, ,. , .been lil tlc or no ,c. e P u ' u , ... , . 

currency, and-that r . . oinsibly risen.* Such 

t • .1 ,, prices m lm\\a V/ave not.* : . 

being the case, thd o <( -Rconodst ” that their 

, , . 9 \ i , m tlic ^ 

(the monopoly rupee s) value wiL.. . _ con tinuay,can only mean 

that, “circulating at a scarcity v& ^ v . „^ f x;oncurrently with 
“ gold,” they would rise till they were equal to the rupees 
procured by gold; but if the value of the rupee currency pro¬ 
curable by the coinage of gold be the name as that of the 
rupees previously obtained by the coinage of silver, it is evi¬ 
dent there would be no rise at all, excepting anti only to the 


* The following is from Professor Fawcett’s “ Manual of Political Economy,” 
5th edition, page 504 : “ On this point there seems to bo conclusive evidence that 
up to the present time (duly, 1870) no such decline in the purchasing power of 
silver has taken place in India. If such a decline had occurred, general prices in 
that country must have advanced, whereas there seems to bo no doubt that during 
the last three or four years, when silver has been falling in price, general prices 
have not advanced in India but, on the contrary, have somewhat fallen.” 
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extent that any local variation in. prices might have possibly 
taken place. 

14. In order, then, to complete the proof that there will be 
no rise at all in the rupee currency by giving unlimited access to 
the purchase of it for gold at 2s. the rupee, it is only necessary to 
enquire what the former value of the Indian currency really was; 
which will he found to have been carefully investigated iu 
comparison with gold, so far as my materials would permit, in 
my fourth Essay, paragraphs 40 to 61, the result of which tends 
to prove that the fact of the standard of gold being fixed at 
E.s.38 14 as. per ounce of -fgths fine, or 2s. the rupee, instead 
of raising the value of the currency above its former equivalent, 
would, if anything, he below it, looking to the data supplied 
from the beginning of this century; and equal to it, wunparvAg it 
with the average of the 20 years ending the S'lst March, 18!?3.* 

15. llcuce the expression “ continually rise,” used by the 
“Economist,” must be interpreted “rise up to the value of the 
“ new standard rupees which if the new standard be. as above 
shown, on the average of years, only equal to the old, wili in 
effect be no rise at all. As this statement may appear to 
militate against the tenor of the early part of my first Essay, 
especially paragraph 5, it is necessary to explain that it was im¬ 
portant to show that the proposed plan for the rectification of 
the exchange would be quite effectual, even if the rupees had 
declined in value; although I expressed a doubt in the note to 
page 12, and referred to some proof in paragraph 50 of that 
Essay, that they had not done so. It was not till after the 1st 
Essay was distributed that ample evidence of the unimpaired 
value of the rupee was obtained. It may be also as well to point 
out that if any rise did take place, owing to local or temporary 
causes, it would he only the restoration of the normal value, 

* Vide Essay IV., j am. 60 . 
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and would be in no degree or kind, confiscation, or a ribbing of 
one party to the advantage of another. 

1(3. But it is important to notice the obvious conclusion 
which follows from the above-stated fact, namely, this: that 
monopoly rupees which are capable of rising continually cannot 
he a second or double Standard. They are themselves regulated 
by, and if they rose at all, would rise to the one new standard, 
namely, that of gold, and no higher. Hence it is not correct to say 
that the arrangement of the currency proposed by me is a double 
standard of a peculiar sort, for it is not a double standard of 
any sort, hut a single gold standard, regulating the Indian 
currency ; which may consist of silver and copper token coins 
with or without full weight gold, coins, and any other description 
Si currency. 

17. There is other evidence, also, that the writer in. the 
“ Economist ” has nbt fully appreciated my scheme. He states 
that the “ only motive for thinking of it is that silver is already 
“ about to fall greatly in value.” And again, “ If silver 

should fall enough to make this scheme worth thinking of,” 
&c., &c. 

18. If a reference he made to the latter part- of each of the 
following paragraphs in my first Essay, viz., paragraphs 3, 33, 
and 53; it will be seen that the correction of the present loss and 
injury to trade caused by the experienced fall in tho value of 
silver, was by no means the only motive for my proposal, but 
the far more important one of putting an end to the often 
recurring ruinous fluctuations of exchange between India and 
England, and fixing it immovably for the future.* 

The writer is probably not aware that this is by no means 
the first time that I have endeavoured to persuade the Govern 

* Vide Essay I, paras. 3, 33 & 53 ; II., paras. 28—30 ; III., 42 ; IV., 43. 
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meut of India of the great importance of assimilating the cur¬ 
rency of the Empire with that of Great Britain, and that on 
more than one occasion, beginning in 1868 , I have respect fa y 
pressed upon them the necessity of making the change, without 
which the heavy losses and embarrassment so paini ally experi¬ 
enced of late, cannot be prevented. 

19. The writer in the “ Economist ” says that to the plan, 
which he describes as follows: " That gold should he coined 
“ for anyone who will take it to the Mint at a fixed rate (a«iy 
“ 2s. the rupee); that both rupees and gold should be legal 
« tender, which everyone must accept, but that, for the present 
“ at least, no one should be able to demand goui, tin u are 
the gravest objections; and he proceeds to mention and 
explain four, which I will deal with seriatim. 

20. In stating his first objection lie i^iys : — 

■« A currency of monopoly coins, circulating much above their cost value, .a 
8 nre to cause their forgery. This is as certain as that a high tanff will cause 
si-iugvling. If silver should fall enough to make this scheme worth thinking of 
the gain by coining rupee, in India would be very great, and we may depend 
tl: it capital wo^d go into the business. Some of the shrewdest people m the 
world—the American producers of silver-would have an iuterestin managmg 
. m \ we may be sure they would manage it. The case must not be confounded 
with that of a ‘token coinage ’ of silver, such as we have in this country, because 
our silver coins are only legal tender for small sums, and therefore great masses 
of them are useless. But in the plan supposed, ‘ monopoly coins would be the 
main currency of India, and any quantity of them could be got nd of. u< ia 
would seem to have most unusual facilities for the operation, for there are native 
ststes imbedded in our territory whore we hardly know what happens, and there 
is a rich monetary class of shroffs and bankers who would feel no effectual moral 
scruple against disposing of illicit rupees. Tho moral objection to such a cur- 
renev as one of perpetual use is very great, for it is an incessant temptation to 
diffused fraud, and this ovil would be fastened on India for ever. 

21. To this the following short answer was given in a 
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letter which the Editor of the “Economist” did me the 
favour to publish, in his issue of the 2nd December last:— 

“ hi regard to the first objection, which relates to forgery and unlawful 
coinage, or importation of foroign-made genuine rupees,’’I would explain : First, 
that to those who are well acquainted with India, the probability of the coining 
of genuine rupees on a large scale in any native stato, with a British resident at 
its Court, or the importation of foreign-made coins without the knowledge of the 
Indian Government, in both eases subject to the danger of confiscation, is well 
known to bo extremely small. Secondly, that this objection would only operate 
during the period of transition from the present to the new system, that is, till 
the legal tender of the silver coins was restricted ; and, thirdly, that even sup¬ 
posing the introduction of unlawtul coins did take place to a large extent, it would 
do no harm to anyone except deprive the Government of a profit of coinage 
which, if wo assume that a million such coins made their way into the circula¬ 
tion annually, could not at the outside exceed £25,000, whereas the saving 
effected by the measures proposed would be, at least, two or three millions 
sterling.” 

22. The above might have been extended and made more 
complete, but for the necessity for limiting the demand upon 
the Editor for space in his valuable journal. It may per¬ 
haps be considered that any further answer now, in addition to 
the statement regarding the “ forgery ” of rupees, given in 
paragraph 18 of the second Essay, is not required ; and I would 
gladly avoid the risk of wearying the patience of those who 
honour these essays by their perusal; but as this objection 
appears to be advanced as one of real importance, and has been 
adopted by others, as well as the author of the article in the 
“ Economist,” it appears to me to he very necessary to meet it 
in the fullest manner on every point. 

23. Before doing so, however, I must draw attention to 
the fact that, looking forward to the future, the probable 
demand for currency throughout India will bo at the rate of 
£10| millions sterling per annum (vide Essay 4, paragraphs 22 
and 24); a small estimate, if we hear in mind that tho population 
to bo served is equal to that of the whole of Europe twenty-six 
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years ago, * * * § and t hat Indian trade has, at present, comparatively 
no assistance from cheques, bills, and other expedients of credit, 
winch in England have been estimated to effect 07 per cent. of 
the money transactions of the nation.! Of this £10£ millions, 
if we assume that the present value of the Indian currency is 
140 millions sterling, and that at the end of forty years it will 
he 500 millions, of which three-fifths $ will he of gold, it would 
follow that, on an average, 8£ millions of gold and two millions 
sterling in value of silver must ho added to the currency 
everv year , and it is very important to observe, in considering 
the effect of unlawful coins on the value of the currency, 
that their effect would be precisely the same after they bad been 
introduced, as a like number of lawful coins issued from the 
Mints. But they would bo imports into India, and would take 
the place of so much bar silver, or under the new system, of 
gold, which would otherwise have been imported to adjust the 
balance of trade in favour of the Empire 

24. According to the estimate just given, the first two mil¬ 
lions so introduced in any given year would render unnecessary 
the like additions to the silver currency by the Government, and 
deprive them of the profit of coinage.§ Afterwards, all further 
unlawful additions would take the place of gold, which would 
otherwise he brought in by commerce; and, finally, if the amount 
of spurious coinage annually exceeded the £101 m illions required, 
the balance of trade would be affected, and the rate of exchange 

* Vide Malte Brim & Balhi’s Universal Geography, Edition 1801, p. 172, 
and the Memorandum on the Census of British India, 1871-72, printed 18< o. 

] Vidii Mr. Haywood’s Inaugural Address to the Statistical Society, 21.st 

November, 187G. Journal, Vol. 89, p. 624. 

| If the proportion of gold be taken at two-fifths, the annual additi im 
would be five and a half gold, and five silver. If ono-tiftli, about two end three 
quarters gold, and seven and three quarters silver. 

§ Vide Essay IV., paragraph 2G—2ndly to Stilly, and para. 32 of this Essay. 
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rendered less favourable. How far this is likely, or otherwise, 
the reader must judge for himself. What it is now most 
important to notice is the fact that anything short of the 
£10* millions, supposing that to be the correct average, would 
have no ill effect whatever, except that of depriving the 
Government of the profit of the silver and gold coinage f, and 
possibly delaying the introduction of coins of the latter metal. 

26. It is also necessary to premise that, when it is mentioned 
that “ there arc native states embedded in our territory where 
“ w'e hardly know wliat happens,” it being thereby implied 
that coinage may he carried on without the knowledge of the 
Government of India, many circumstances of importance must 
have been overlooked. Eirst, tho enormous amount of coinage 
necessary to produce a really serious evil; secondly, the impos¬ 
sibility of executing it in secret. The first point has just been 
explained. In regard to the second, it may be well to mention 
that tho coinage or actual fabrication of the rupee pieces, 
was purposely made as difficult as possible when the 
new rupee was established in 1835, in order to necessitate 
the use of the very best expensive machinery. The coins 
could not be executed in large numbers at a cheap rate, so as to 
escape early detection, if inferior machinery were used; and the 
erection and use of even a small mint could not bo done in a 
corner. The Mint of Calcutta cost more than two hundred 
thousand pounds sterling, but it was capable of turning out 
within the year ten to twelve millions sterling in value of silver 
coins. A cheaper mint, as to first cost, might be made fo do 
part of the work sufficiently well, but not so economically; 
and even on a small scale would require the employment of a 
large number of men. In the Madras Mint, capable of turning 
out only one million’s worth of silver coins per annum, the 

| Ibid.) and para. 88 of this Essay. 
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workmen constantly employed numbered from 300 to 100. 
Coupling vrith this the fact that for every million sterling in 
value of coins stamped, there must bo more than one hundred 
tons of silver bullion brought into the Mint, and the same 
weight of coins carried away and distributed in circulation, it 
will, I think, be apparent that it would be but a very short 
time before the English officers at the Court of a native 
Ilaja.li would become acquainted with the fact that something 
very like coinage was being carried on. 

20. Returning now to the first objection stated by the 
writer in the “Economist,” it must bo observed that the state¬ 
ment as to the ease with which “ any quantity of unlawful coins 
“could he got rid of,” has not by any means the force which it 
appears to have, owing to an unintentional bias in the author’s 
representations. 

27. It is implied that fraudulent coinage does not take 
place in England because large masses of coins cannot bo got 
rid of, and the temptation is insufficient; but that in India, 
where large masses “ can be easily got rid of,” the temptation 
would be in full force. But this argument will not bear close 
exa niuation. The profit on a small mass of unlawful coins 
may not ho enough to tempt a large capitalist, but. it may be 
quite enough to tempt a small one; and for one large capitalist 
willing to undertake an unlawful business on a large scale, with 
all the risks attending it, there aro twenty who would die 
willing to try a small one. The writer forgets the circum¬ 
stance, that the disposal of a few pounds’ worth of half-crowns 
and shillings, genuine though unlawful, may be entrusted to 
almost any one ; hut to get rid of 50 or 100 millions of similar 
unlawful rupees in India, in exchange for the produce of the 
country, requires the agency of merchants of a high class. And 
when, without dwelling upon the immense difficulty of evading 


the Customs officers, by secretly importing hundreds of tons of 
specie, we consider how very soon suspicion would bo drawn 
towards a mercantile house whose ordinary transactions are 
known to involve no large returns in specie, but which is 
observed to transmit to the interior, week after week, con¬ 
tinually, many lacs of rupees not obtained from the Mint or 
Treasury, it will I think be admitted that it would be as difficult 
to find agents in India to run the risk of smuggling 50 or 100 
millions of rupees per annum, as it would be to find agents in 
England to distribute one thousand pounds worth of silver coin 
in the same time. 

28. The smaller sum would yield quite a sufficient tempta¬ 
tion for a certain class of men, but we do not. find it attempted, 
even on a small scale. Perhaps the true explanation is, that 
large dealings require men of substance and character io 
manage them, and such men will not lend themselves to trans¬ 
actions which, if discovered, would involve not only ruin but 
disgrace. Even smaller dealings fail to tempt men, when a 
small amount of capital as well as character is at stake. 

29. If this were not true, it would he incredible that an 
article for which there isiri England an enormous and universal 
demand—an article which may be manufactured upon any scale 
whatever, with little or no capital compared with the coinage of 
the precious metals, which is absolutely incapable of detection 
when once introduced into the market, and the profit connected 
with the unlawful sale of which, instead of being 10 or 20 per 
cent, would he more than 500 cent., has not for years past been 
attempted upon a sealo sufficient to attract public attention. 

80. I refer to the manufacture of ardent spirits, which “the 
shrewdest people”—the distillers, not only of America, but also 
of France, Belgium, Germany, or Italy, would find to be far more 
easy than the coinage of rupees or shillings. 
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31. Again—if the difficulty of disposing of large masses of 
coins be the one great hindrance in England, and its supposed 
absence in India owing to rupees being legal tender for large 
sums, the inevitable forerunner of profitable breaches of the 
law, it may be fairly asked liow it happens that in France, where 
the five-franc silver coins possess all the tempting attributes 
of the Indian rupees, and, according to the writer’s view, large 
masses of illicit coins would he as easily got rid of as in India, 
they being legal tender for the largest amounts; where the 
people are as shrewd and clever as any in the world, where 
there is abundance of good machinery and every appliance 
suitable for coinage already in actual, use, not to mention that 
of Germany, Belgium, or England, within 24 hours reach, 
instead of, as in India, the comparatively total absence of such 
machinery and appliances, and none procurable within 6,000 
miles—bow does it happen, I would say, that in spite of these 
telling disadvantages and risks, far beyond those of India, the 
French silver currency has remained without a hint, as far as is 
known, of either smuggling from abroad, or unlawful coinage 
at home. 

32. I have already explained in my letter quoted above 
(para. 21, Srdly), that even if the unlawful coins were introduced 
into India, they would do hut slight harm.* I may add that if, 
instead of the one million I have mentioned, even ten millions 
were smuggled into the currency per annum, they need not 
retard the measure in any degree whatever, nor postpone the 
final settlement of the currency,by the sufficiency of the propor¬ 
tion of gold coins, for a single year. 

33. From the above considerations T venture to draw the 
conclusion that, even if the price of silver were to fall 20 per 
cent, below its normal value in relation to gold, there is not the 
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least cause for apprehension that there would be any serious 
importation into India ol' unlawful coins. As for their being 
manufactured in the country, the supposition that a vast esta¬ 
blishment ! ike a Mint for the coinage of the precious metals, even 
on a small scale, could be established and worked in any part of 
India without the knowledge of the Government, is not more 
worthy of attention than the suggestion of a foreigner would 
he who should confidently predict that the high duty on spirits 
would certainly lead to the establishment of illegal distilleries 
for the supply of the English market in the Highlands of 
Scotland or on the Surrey Hills. 

34 The above remarks apply to the arguments as they 
havo been stated in detail; but there is a further conclusive 
answer to he made to the objection, namely this : that if the 
whole of the arrangements proposed by me had been fully con¬ 
sidered, the objection as to unlawful, coinage and smuggling 
would have no “ locus standi,” indeed, no existence at all If 
it be true, as I have stated, that by the process of “ dis-rating ” 
the present coins* (not the currency '),all temptations to unlawful 
coinage would be annihilated , that fact turns the flank of the 
supposed objection, and the objector must needs level his 
weapons against this new foe. 

35. It is not at all likely, however, that this last-mentioned 
proposal would ever need to he called into requisition, because 
the writer in the “Economist” himself, in this very article, 
quoted hereafter in paragraph 75; written, it must be observed, 
before the late recovery in the price of silver, expresses the 
opinion that “the predominating probability seems at present 
to be that silver will not be permanently excessiv ely depre¬ 
ciated ; and without this, the “ dis-rating ” of the coins would 
not he in the least degree necessary. 


* Vide Essay IV., para. 38. 
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33a. The following may bo added to paragraph S3 on. the subjoet of tho 
profits of a f< venture” of unlawful coinage. 

a • statement of tho cost of coinage at } to £ por cent, in the note 
to paragraph 13 page 10 of Essay I, is founded on their manu¬ 
facture by millions. It would bo very greatly more, probably 3 or 1 
per cent, for a smaller “ venture.” 

h. In that statement no charge is reckoned for the first cost or use of 
buildings and machinery ; but in any such “ venture ” tho whole cost 
incurred for tho required machinery and buildings—at least 2 or 
3 per cent., must be included and paid for out of the profits. 

<?. No charge is reckoned for carriage and distribution. In the case of 
a “ venture ” the froight from abroad, the smuggling and the dis¬ 
tribution, would be very heavy items ; probably 5 or 6 percent, more. 

d In addition to tho above, is to bo reckoned tho risk of capture. If 
only one hatch out of 10 were seized, that would bo equal to v u 
additional charge of 11 per cent 

Taking all those things into fair consideration, can we say that there is 
preat rhk of unlawful coinage ? 
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30. Having, therefore, a simple, sufficient, and perfect* 
remedy for the probable evil consequences of a moderate per¬ 
manent depreciation of silver and fluctuation of the Exchange, 
and an absolute and final remedy in the event of any further 
unexpected greater fall,f I trust .1 may be held to be reasonably 
justified in the hope that the objection to my plans on the score 
of unlawful coinage, in or out of India, will be for the future 
dismissed from consideration. 

37* The following is the description given by the writer 
in the “ Economist” of the second “ gravest objection ” to my 
proposal:— 

f bSe<Yndly*--The confusion in tade it would cause would be extreme. 
Suppose it vere now enacted that no more rupees should bo coined, and that gold 
should bo coined at 2s. tko rupee, the export trade.now stimulated by the low 
exchange would be stopped, for the exchange would gradually rise; nor, for a 
time at least, would the import trade into India find a corresponding gain, for a 
great uncertainty would bo produced, in which no now business would be croated 
though old business would he stopped,” 

38. This objection I briefly answered as follows: — 

u The second objection is that extreme confusion would l>© caused by my 
proposal. In reference to this, I must ask you to consider whether there has not 
been throughout this year the confusion you refor to? Whether it is likely any 
measures would make matters much worse? On the other hand, I claim for my 
proposals, not only that they will not add to the confusion already existing, but 
that when they have boon carried out, when the exchanges have risen to, aud are 
finally settled at, within a fraction of 2s. the rupee, all qonfttsion and uncertainty 
will be at an end. L am sure you will readily allow that when the value of the 
rupee currency lias been steadily fixed by gold at 2s. the rupee, no fluctuation in 
the London exchange, beyond the cost of shipping gold either way, can take 
place.” 

* See tho last paragraph of my letter to the Editor of the “ Economist ” in 
his issue of December 2nd, 1876—quoted in paragraph 62 of this Essay, of which 
aee also paragraphs 63 and 88. 

| Vide paragraph 34. 
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39. As tlae main point in the second objection was the 
confusion and uncertainty to bo produced by my plans, it was 
thought sufficient to point out that instead of producing the 
dreaded evil, the very opposite would be its effect. Upon well 
established principles it is incontestable that the exchange 
between two countries having the same metallic standard of 
value, cannot vary more than the cost of shipping specie from 
one country to the other; and this between England and India 
amounts to one per cent., or a farthing in the rupee. I have 
shown in paragraph 18 of the Appendix to Essay I., and also in 
paragraph 8 of Essay IV., that for delivery in India, the cost and 
value of gold arc the same if not less than in London ; so that the 
fluctuations of the exchange, if there were the same standard 
in both countries, would usually take place between 2s. at one 
time and Is. lljd. at another, and could not exceed the 
difference, including interest, of $ths of a penny in the rupee 
cither way. 

40. But that such a state of things is very different indeed 
from what exists at present, will be clearly seen by tlie annexed 
diagram, No. 1 in the Appendix, which illustrates the actual 
variations of the rate of exchange between England and India, 
and its great depression below the normal rate of 2s. during 
the year 1876, taken from the reports made in the columns of 
the “ Economist ” from time to time, as contrasted with, a 

• similar line drawm upon the same scale, showing the utmost 
departure of the exchange from the normal rate which would 
bo possible at any time if my proposals were adopted, and the 
currency of India were regulated by gold; in other words, if 
the same standard of value were applicable to both countries. 

41. Diagram No. 2 shows the value of the rupee in pence 
during the present century from 1800 to 1877, to illustrate 
the remarks made in paragraphs 46 to 61 of the 4th Essay. 

* 
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Diagram No. 3 shows the variations in the price of har silver 
during tho year 1870, and illustrates its inconvenience as a 
standard for India. Perhaps it may ho said in apology for it, 1st, 
that the year has been an exceptional one, which is no doubt true, 
and 2ndly, that the diagrams only show the variations of silver 
in respect to gold, and therefore do not necessarily indicate so 
great a fluctuation in regard to commodities. 

42. Butinregard to the first apologyitmust be observed that, 
although the year 1876 was a disastrous example of the difficul¬ 
ties connected with a silver standard in India, similar departures 
from tho normal rate, though not so frequent and sudden, ha\o 
occurred t hroughout all the century, as shown by Diagram No. 2; 
and the following quotation from the “Economist,” under date 
the 28th October last, speaking of the gold price of silver, tends 
to show that such fluctuations are likely to be more probable in 
the future than they have hitherto been. 

,< The „olJ price of silver lias now been affected in the same way as the gold 
« pric e of other commodities for the first time, because it has now been for the 
“ first time a commodity in the same position as other commodities. I ormerlj, 
« the existence of a ‘double standard’ in various important countries took off 
« from the market part of any sudden extra supply of gold or silver, replaced it by 
« ^ equal supply of the other, and so equalised the price. But now that the 
« <equilibrating apparatus’ has been withdrawn, the price of silver in gold upon 
« the London market will bo affected by the causes which produce cycles of price, 
“ just like anything else.” 

43. In regard to the second explanation it must he remarked 
that it is the variation in respect to gold that is all important to 
the commerce of India. It is the fact of having two fluctuating 
standards to regulate our vastaud increasing transactions which 
causes all -the mischief and ruin to commerce ; and it is the in- 
calculable variations in the exchange, consequent on tho con¬ 
current or diverse movements of the two metals, which 
confound all calculations and mock all prevision. 


4ii. The remarks abovo made, and the illustrations given, 
.will probably be sufficient on the subject of uncertainty and 
confusion ; but it may be necessary to make a few observations 
regarding* the statement that the export trade of India would 
be stopped/and the import trade not improved, in consequence 
ol the rise in the exchange which would ensue; because, unless 
the question Ire thoroughly explained, some apprehension might 
remain in the minds of those who would hail with gladness the 
increased exports, as facilitating the necessary withdrawal of 
funds from India for the home expenses of the Government. 

45. It is quite true that the measures proposed by me 
would, under the direction of the Government of India, cause 
the exchanges to rise, and thereby diminish the extra abnormal 
stimulus which has lately affected the export trade from that 
country. It would at the veiy same time remove the abnormal 
depression from the import trade, produced by the same cause;* 
for the writer’s argument against this, founded on uncertainty, 
is obviously incorrect if, instead of uncertainty, certainty is pro¬ 
duced. Both trades would return to their former normal and 
healthy conditions, the exchanges would at first ho invariable, 
till after ample notice, and would in the end be unalterably fixed 
at their former and proper average; and commerce, undisturbed 
by the alarms and perils of a constantly varying relation of 
value between the Indian currency and those of Europe-, would 
continue to grow, as it has hitherto done, by the natural opera¬ 
tion of the enlightened measures adopted for its development. 

46. It appears to have been overlooked by the writer who 
objects to my proposals, on the ground that the exchanges 

* The following is an extract from an article on “ Bi-in etalism,” in the 
“ Economist ” of December 30th, 1876 ;— a And as we have also often shown, 
though the trade to India is impeded by a fall of silver, our trade from India—our 
imports from thence—are st imulated. The same cause which tends to impair the 
one, tends equally and necessarily to add to the other. 
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would rise, and put a stop to the exports from India, that from 
the moment the free coinage ot rupees in India was suspended 
until the rate of exchange had risen to 2s. the rupee, it would 
he entirely under the control of the Government of India; 
whereas, in the absence of that restriction, and as long as the 
coinage of rupees is uncontrolled, the exchange is subject to 
all the fluctuations from which so much uncertainty and con- 
fusion have already been experienced. If the coinage of rupees 
had been stopped in August last, when the rate was Is. 7d. per 
rupee, it would have been open to the Secretary of State—had 
he thought it desirable to keep up the unnatural stimulus of 
the export trade—to have published liis determination to sell 
hills to all comers at Is. 7d. the rupee, or any other rate, for the 
ensuing three months, or longer; and whatever rate he fixed 
would have continued without the slightest variation till he 
saw reason to make a change, giving ample notice to merchants. 

47. On the other hand, for want of any power of control, 
the rate has of itself rapidly risen towards its former and proper 
position, carrying with it all the mischief the writer erroneously 
attributed to my scheme; and; as regards certainty, it would 
have been impossible until very recently, when the probable 
necessity for a large Indian loan has become apparent, for any 
one to say what the value of the rupee in English money would 
be at the end of six months, or to give even an approximate 
guess on the subject with any degree of certainty whatever. 

48. On. the score therefore of uncertainty and confusion, 
1 trust that it may he not unwillingly allowed that, even if 
there be no respect in which' my proposals may be thought 
worthy ol' notice, they will, at the least, not he condemned on 
account of their occasioniug injury to trade by doubts about the 
rate of exchange. 

49. The third objection of the “ Economist ” is stated in 
the following terms: — 
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“ Thirdly — this would deprive India of the great advantage she will gait), it 
the present state of things continue, as the entrepot through which silver is intro¬ 
duced into the East. This is always the effect of a lowered value of the currency- 
metals. The first persons who get them from the mines gain much ; those who 
buy them from the mining people gain much too; and so on until the deprecia¬ 
tion is effected. In the case of India, the importation of silver will gradually 
raise silver prices; this will bring imports into India from other countries where 
they have not risen, For very many years England has in this way derived the 
greatest advantage from being the first country to which the Australian gold was 
sent, and from which it was diffused. The Indian Finance Minister is no doubt 
troubled by the fall of silver, because he lias to buy gold in London, but India 
itself will probably be benefit ted by it, for it would give her an easy money 
market, and an extending trade for exports and imports, which the suggested 
scheme would spoil.” 

50. And the following is my brief reply :— 

“In regard to the third objection, namely, the loss to India of the greet 
advantage of being the entrepot through which silver would bo introduced into the 
East, T hope you will permit me to remind you that there is nothing in my plans 
to prevent India becoming this entrepot in the ordinary course of trade ; and that 
tt is not necessary it should do so* by-the process of flooding the currency, raising 
prices, and attracting Imports. AVere India possessed of the silver mines, she 
would attract imports in exchange for the metal; but not having them, she can 
only procure it by sending exports to pay for it, and give it away again in ex¬ 
change for imports. This is ordinary Commerce, 

51. In regard to flooding the currency and raising prices, it would appear 
that this could not take place to more than a very trifling extent; otherwise we 
should have to assume that during the slow process of raising prices, silver from 
the mines was seeking the markets where prices are higher, or in other words, 
where it exchanges for fewer commodities, and passing by or. avoiding others 
where it would exchange for more. In regard to India, the owners of the silver 
must not only do this, but if they allow it to be coined, they must submit to a 
tax of 21 per cent, which would he lost, on exportation. 

52. For these reasons I hope you will allow that by far the greater pari of 
any silver pacing via India to the Ernst would not enter the currency, but be 
dealt with in the ordinary course of trade ; and, as 1 haVe said, my plans would 
not- in the least interfere with the ordinary trade in silver, but would add 
thereto important transactions in gold.” 
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53. To this it appears to me unnecessary to add more than 
an explanation, that when it is said that the raising of prices 
could not take place to more than a trifling extent, the rise of 
prices spolccn of is, as indeed the argument requires, not the 
absolute, but the relative rise in comparison with other 
countries. The point insisted upon is that the precious metals 
diffuse themselves pretty equally over all countries, and that 
the owners of the silver will not send it to any country where 
it exchanges for a smaller value of commodities, that is, where 
prices are higher, when there are other countries ready to give 
more for it. Had it been possible that, owing to the fall in 
silver, prices in India had generally risen, while they remained 
stationary in other silver standard countries, the result would 
have been that the exchanges would have turned against her, . 
and the surplus metal would have been exported. As it is, 
however, it is generally allowed that no such general rise has 
taken place, and the great object to bo aimed at at present is to 
provide a remedy against the monstrous defect of a different 
standard of value in India from England and Europe—the 
consequent fluctuations in the exchange, and all the disastrous 
losses and disturbance occasioned by them. 

54 As stated in my first essay, paragraph 3, “ it is not 
“ merely the confusion and detriment to trade at present 
“ experienced, but the inherent mischief of an arrangement 
“ which subjects the enormous and daily increasing commerce 
“ of England and India to constant vicissitudes in the prices of 
“ the two metals constituting their respective standards of 
“ value; and the inoessant liability to the embarrassment of all 
“ contracts connected therewith.” 

55. Eor the present I will merely add my hope that it will 
be admitted that ray proposals are not exposed to the least 
objection on the score of depriving India of any advantages as 
an entrepot for the distribution of the precious metals. Silver 


jrnay be Imported and exported without the slightest obstacle or 
hindrance so far as my proposals are concerned; but it will not 
enter the currency and forfeit 2 per cent, for doing so, if “ the 
shrewdest people in the world, the American producers of 
silver,” or any other owners, know what they are about in dis¬ 
posing of it. • 

50. Fourth objection.—The fourth and last objection of 
the writer in the “ Economist” is stated as follows :— 

“Fourthly— TIjc currency no introduced would be a very bad one. *uier» 
would be one currency fit for foreign payments— the gold— and another not so tit. 
The ‘monopoly coins' would bo unexportable, and so, when anyone wanted to 
make a foreign payment, he would have to get gold which, as a rule, would make 
gold at a premium, Tlie effect would be just like that of a plan, often discussed 
formerly in England, viz., making the notes issued on securities by the Bank of 
England (the «£ 15,000,000) inconvertible—the rest remaining convertible. The 
monopoly rupees would be of limited number and artificial value, just like the 
security, or Government notes, we used to discuss, and their effect would be exactly 
what Lord Overstone predicted in 18f>7 in his evidence on the Bank Acts * 4 Our 
affairs would then go on very much in the way. that a man would walk with one 
of bis legs six inches shorter than the other. One set of notes would circulate at 
a depreciation compared with the other* set of notes; hence great inconvenience 
and confusion would a rise/ ” 

57. 4050, What would be the effect of it F*— The effect would bo that you 
would have paper money of two different characters in the country, not of 
equivalent value; not circulating indiscriminately each for all purposes, but some 
useful for one purpose and some useful for the other, and that there would 
be intolerable confusion. A man would have Government* notes, and he would 
present them to another man in payment; that man would say: “I do not 
want. Government notes; I want to make a remittance abroad; I cannot get 
bullion for those Government notes; 1 will hot take them.” 

58. 4051. Are they both to be a legal tender?—They would both be a legal 
tender as far as the Government, is concerned, but the Government note would 
not bo a legal tender between individuals^ Then what is* that individual to do ? 
The other man says to him : “' You must go and get me the other notes ; either 
yon or 1 must pay a premium for them.’* 

50. 4052, What would be the harm of that-1—The harm would be enormous 
injustice and intolerable conf usion, 
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60. In the plan now suggested—monopoly coins being compulsory tender- 
gold not being clemand&Me—it would be settled which party should pay the 
“premium.” Everybody would be obliged to take the purely domestic medium 
of exchange, and to -buy with it the medium which is also of foreign use. Lu 
in other respects the evil would be exactly what Lord Overstone describes. There 
would be two currencies in the country with different values, and prices in one 
would, as far as the discrepancy went, be different from those in the other. 

61. For a short time, and during a period of transition, wo can quire imagine 
that this inconvenience might he endured. But the present plan is by its essence 
a pe rmanent plan a plan for making a currency for India for all time ; and then 
an inherent defect of great magnitude such as this becomes a most grave objec* 
tion. As Lord Overstone said of the old plan—“Then, you would have a certain 
proportion of the monetary system of the country circulating at ;< discount; I 
cannot conceive a greater state of monetary disorganisation than that.” 

02. To this argument the following short answer was given 
in nay letter above referred to :— f 

“ In regard to the fourth objection, I would explain, that when my plana 
at e carried out, the new currency will be identical in principle with that of Great 
Britain. Even during the transition it would be not inferior to it after the ex¬ 
change had risen to iis the rupee, because India having a debt of 20 millions 
sterling per annum due to her in gold, can have no difficulty in discharging any 
foreign liability at “ par.” Lord Overstone’s evidence applies to quite a different/ 
question, and is therefore inapplicable to my proposal” 

63. Although this answer is, I trust, quite sufficient to 
meet the objection, it may nevertheless bo desirable to add a 
few words of further explanation. In the first place it will be 
evident that when the proposed arrangement is being con¬ 
demned on account of an inherent defect of great magnitude 
applicable to it as a “ permanent plan ”r-a •“ currency for all 
time” it would bo proper only to charge against it the defects 
belonging to it when so established, as a currency for all time ; 
and then, as I have stated, it would be precisely the same as 
that of Great. Britain, which is admitted on all hands to be ab¬ 
solutely free from the evil referred to. Hence, speaking of the 
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proposed currency as an established system, the objections which 
have been stated could be no more urged against it than against 
our British system of currency, with which it would be identical; 
and even before its final establishment, if attention be paid to the 
peculiar circumstances of India, it will, -I think, be clearly seen 
that the inconvenience and difficulties which might occur else¬ 
where would hove absolutely no existence there. 


64. The complaint made is that there would be two curren¬ 

cies of different values, and “when any one wanted to make a 
foreign payment he would, liavo to got gold, which as a rule, 
would mako gold at a premium,” so that there would he confu¬ 
sion of prices, &c., &c. * 

65. This cobiplaint, owing to the special circumstances 
which I will now mention, is wrong in both its statements, viz.: 
1st, it is not true that if a merchant in India wished to make 
a foreign payment he would “ have to get gold;” and 2ndly, 
after the establishment of the currency the gold coins would 
■dominate prices, and it would be impossible for them to he at 
a premium any more than sovereigns in England. Even be¬ 
fore the establishment of the gold currency in abundance, the 
necessity to procure gold for foreign payments would not cause 
it to he “ at a premium.” 


66. Before proceeding to show this, however, I must obviate 
the charge of inconsistency which might otherwise appear to 
attach to these statements as compared with one made in Essay. 
No. 1, paragraph 14, that “whenever speoie remittances abroad 
were necessary, gold would leave India,” and on that account 
the “ coins would at first command an agio * or hatta.’ ” 

07. Here the “at first” means before the universal supply 
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of an abundance of gold coins, and as regards gold bullion, the 
settlement of the exchange at 2s. the rupee. Before the rise of 
the exchange, gold coins equal in value with sovereigns, and 
representing 10 rupees, could not be brought into the market, 
except as curiosities or fancy pieces; because the natural price 
of a gold piece identical in value with a sovereign must neces¬ 
sarily be above ten rupees; when tbe exchange is below 2s. the 
rupee; and such gold pieces would not be coined at all in 
India, except to secure a higher price than 10 rupees, which 
higher price would be called a premium in reference to the pro¬ 
posed establishment of tlio rupee as r 0 th of a sovereign, but 
would he, in reality, its legitimate and proper price at the lower 
rate of exchange. 

68. Again, the duration of this “ at firs/” in regard to the 
rate of exchange would he entirely dependent upon the will of 
the Secretary of State, and might, if ho thought it expedient 
he reduced to nothing * {vide Essay IV., paragraph 10), conse¬ 
quently, its continuance fora short time from motives of policy, 
and any fancied inconvenience occasioned thereby, cannot be 
alleged as an essential and necessary objection, however small, 
to the proposed arrangements. 

69. Moreover, the condition mentioned in Essay I., para¬ 
graph 14, “ whenever specie remittances abroad were necessary ” 

* In my 4th Essay, paragraphs 10 and 33, it is mentioned as practicable at 
once to raise, the rate of exchange to nearly 2s. the rupee. This requires a little 
explanation. Under ordinary circumstances the heavy drafts from India by the 
Secretary of State, if continued with steady uniformity, do not disturb the 
exchange, which with a gold standard, would adjust itself to any rate not exceed¬ 
ing 2s. the rupee. But if a material change took place suddenly in the whole 
amount! drawn, the rate of exchange would be fofr the time affected, being in 
creased towards 2s. if the drafts were diminished, and lowered in the contrary 
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would, as a rule, have no application, if, as will be shown pre¬ 
sently, gold for export is never required (vide Essay L, para¬ 
graph 39) though, as an exception, it might apply if the whole 
balance of trade were against the empire. 

70. To return then to the first statement noticed above in 
paragraph 05, it appears.by Lord George Hamilton’s speech in 
the House of Commons on the 11th August, 1876, that India has 
from 17 to 20 millions worth of gold annually payable to her 
in England. Hence, a debtor wishing to pay a foreign claim, 
docs not “ have to get gold” at all, hut purchases from his 
neighbour a bill for part of the 20 millions, and therewith pays 
his debt. In regard to the second statement, it will be seen by 
reference to the particulars mentioned in my 4th Essay para¬ 
graph 8, that whenever gold is required in India for export, or 
otherwise, it may be delivered there for a trifle even lens than 
its actual value in England ; and, when the rate of exchange 
is at 2s. the rupee, gold might be had in any amount, not only 
without any premium, but possibly at a small discount below 
the mint price. 

71. It is true that while the gold coins are scarce, persons 
who wished to have them as a matter of curiosity or fancy, 
would have to pay for them; but they would not bo necessary 
to anyone, because his legal payments Avould he made in the 
abundant silver coins; and it would be as absurd for him to 
eorhplain that coins bo was not under any necessity to possess 
but might purchase or not as lie pleased, were saleable at a 
premium, as to object to medals being sold at a price beyond 
their metallic value. 

72. As to applying to the proposed arrangements, even 
before the abundance ol' gold coins, Lord Ovcrstonc’s objection 
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to the mixed circulation of convertible and inconvertible notes 
a very little reflection will show that, under the circumstances, 
it does not at all apply. Gold coins cannot become part of the 
regular currency, so as to affect prices, till they are made by 
Ja w demandable, for no man would price liis goods in a currency 
he could not demand. This objection was never experienced,or 
even thought of, previous to 1835, when the gold moliurs were 
legal tender, but not demandable ;* and in the same way re¬ 
garding the proposed new gold coins, until they were made 
legally demandable, although they might command a premium, 
it would be incorrect to say the rupee currency was at a 
discount. 

73. According to my proposed arrangement, .whoa rally 
established, gold coins could not generally enter the Indian 
currency unless they were of the same value in exchange as the 
rupees procurable by bills, because if they cost more, it would 
be a loss to make use of them, and if they cost less the rate 
would be lowered to compete against them ; for with 170 to 200 
millions of those rupees to be disposed of in bills annually, it 
would be absolutely necessary to secure a market. . 

74. It may be as well now to point out how entirely the 
homogeneousness of the currency will, in India, be governed by 
the rate of exchange, and its supply in either one or both of the 
metals be automatic, and self-adjusted to the wants oJ. trade; 

* It lias'been pointed out by a friend that there is a alight inaccuracy in 
my rote to para. 13 of my first Essay, page 9, as it is made to appear that gold 
moliurs were legal tender for 15 vupees, not demandalde, subsequent to 1835. 
Not having the Act to refer to, I had forgotten that this privilege of the gold 
currency, which existed previously, as stated hy the late Jamca Prnisep (Useful 
Tables, page 1), was abolished by it; but that circumstance does not in any way 
affect the argument with which it was connected. 


and this explanation will meet the remarks contained in the 
latter part of the article now under reply, which runs as 
follows:— 

75. “No floubt ifc is said the Indian Government may * regulate * the 
currency; that it may withdraw rupees from circulation ; that it may add to the 
goid in circulation, and so equalise the value of rupees and gold. But to succeed 
in such an attempt, the Indian Government would want to know the amount of 
currency required for foreign payments, which is that which causes the difference 
between silver and gold ; and this they never could know. And American ex- 
perionce of ‘ gold sales ’ and greenback withdrawals is a great warning against 
giving any government the power of arranging the currency. It is sure to injure 
the good repute if not the real good faith of the Government (for it necessarily 
creates pecuniary secrets of great value), and nevertheless it is not at all sure to 
attain its epd, and to equalise as it is intended the two kinds of currency. For 
these reasons, we cannot think that the suggested plan for a new Indian currency 
would bo a good one, even if it could be shown that silver was sure to be per¬ 
manently excessively depreciated. And as the preponderating probability see ms 
at present to be, that it will not be so depreciated, we are still more of opinion 
that ii would be unwise to begin a policy on the face of it, and almost adfliittedly, 
so anomalous.” 

70. When, the circumstances of the Indian trade ancl cur¬ 
rency are explained, it will bo seen at a glance how wholly 
inapplicable these remarks are to the proposed plan. Ifc is not 
intended that the Government should “ withdraw rupees from 
“ circulation ” at all, or “ add gold to it,” otherwise than by 
the ordinary automatic operations of commerce. 

77. It. has been before explained (Essay III., paras. 4 and 
5 ; Essay IV., 10 and 33), that when the coinage of rupees by 
individuals is suspended, and the currency is procurable only 
by gold or hills, it will rest with the Government of India to 
fix the rate at which bills shall he drawn; and if the Secretary 
of State issues hills at a lower rate than 2s. the rupee to all 
applicants, the effect upon trade and the currency will he pre- 
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ciscly the same as if, nothing having been done, the given rate 
of exchange had been arrived at in consequence of other cir¬ 
cumstances, and had become permanent, i’lie rate fixed being 
short of 2s. the rupee, exactly the same amount of silver bul¬ 
lion would be sent out to India and added to the currency as 
would’be the case* under existing circumstances at that rate ; 
the only difference would be that it would be sent by the Se¬ 
cretary of State instead of by the merchants—who would take 
bills instead—and' coined by the Government of India. The 
-quantity so sent out would he regulated stiictly as at present 
by the balance of trade, and the amount of funds requisite for 
the Indian Home expenses. 


78. We have before seen (Essay IV., para. 8), that when a 
telegraphic transfer of English money can be had in Calcutta 
or Bombay at the rate of 2s. the rupee, it would be more profit¬ 
able far a merchant or banker having gold at Gallo, on its way 
from Australia to England, to send. it to cither of those ports 
for salo at the Mint price of 38 rupees I t as per standard ounce', 
that is 2s. worth of gold for a rupee, than to carry it on to 
England; and it will be found by calculation that if the rate of 
discount in London were even as high as 10 per cent, it would 
not be worth while to send gold to India to be exchanged for 
bills, when the rate for telegraphic transfer was below Is. llid.;* 


* An ounce of gold sent from Guile to England viA Brindisi, would reach 
London in 22 days, and sell for 933d. The same sent to Bombay would arrive 
in less than 4 days, and if sold there for 38 rupees 14 annas, and the produce 
exchanged for a telegraphic transfer on London at the rate Is. llfd. per rui>oe, 
the result would be the payment in Loudon of 928-140Gd., eighteen days before 
the gold sent vi& Brindisi would bo available. The difference of 4 8594d. by 
wnich the produce of the transfer is loss than that of the gold, would not be made 
good by the eighteen days’ interest, unless the rate were 10J per cent. (10-5G39). 
At all higher rates the transfer Mould ho preferable, not reckoning any commis¬ 
sion, and at all rates below 10 5G39 per cent, the transmission of the gold bullion 
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it lienee follows that if the Secretary of State were to fix 
the rate of exchange at Is. Ilf d. or less, little or no gold would 
be taken to the Indian Mints for currency purposes, although 
the standard were changed, and the Mints freely open to receive 
it.* Trade and commerce would he carried on precisely in the 
same way as at present, with the very great and important 
advantage .of a permanently fixed and reliable rate of ex¬ 
change. 

79. The Government of India would only “regulate” the 
currency by keeping the rate of exchange below 2s, the rupee, 
or otherwise, in the sense of determining whether silver or gold 
should be brought into it; the wants of commerce alone would 
decide as to the amount and value of the additions to.be made. 
There would he no necessity for the Government to “want to 
“ know the amount of currency required for foreign payments.” 
They would have, not the slightest interest in the matter. 

80. When parties object to the suspension of the coinage 
of rupees as an evil of the gravest magnitude, they make 
the great mistake of forgetting that it is not the suspeu- 

to London would bo mofo profitable than its sale in India and transfer at Is. 11 Jd. 
per rupee. If the yite of exchange and transfer were Is. 11 {Jd., it would pay 
to send the gold to India when the interest of money in London was more than 
5*281 per cent. At 2s. the rupee there is a clear profit of the eighteen days* 
interest, at whatever rate may prevail. 

* Although no gold would be brought to the 'Mints for ordinary currency 
use, there might, nevertheless, be a considerable quantity brought for -loinago on 
other grounds. India imports more than four millions sterling of gold annually for 
hoarding and ornaments, and it is not unlikely that part of this and of the immense 
hoard already in Iiulia, would be brought to the Mint, the charge being so 
low as l per cent, plus refinage. Gold might also be coined at first for sale in 
the bazaars, if the coins commanded a sufficient “agio.** 
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sion of the coining of rupees, but only of the ad libitum coinage 
by private individuals. ' It is proposed that, instead of the 
public being permitted to coin the currency, of every accidental 
shade of value, the Government should do it for them, and 
upon their requisition, at one uniform and invariable standard, 
as compared with the currencies of England and Europe, and 
one comparatively uniform rate of exchange, which, if thought, 
expedient, might for a time be kept at 1. H$d. per rupee, oi 
less, and hereafter advanced so as to permit the gradual intro- 
duction of gold coins. 

81. If instead of this, as I venture to think preferably, the 
rate were now fixed at 2s. the rupee, gold would bo gradually 
brought into the currency, whenever and to the extent that it 
was found by commerce necessary or expedient. For an unfet¬ 
tered option would be given to every one to obtain gold coins 
stamped from metal taken by himself to the Mint; or, it he 
preferred it, silver coins delivered to him at the Government 
Treasury in exchange for bills purchased at the same cost and 
remitted from London; a corresponding amount of rupees 
being afterwards manufactured and poured into the currency 
by the Government. 

82. Supposing that this were not enough, and that at any 
time in the opinion of the Government ol India it became 
desirable further to increase the bulk of the silver coins, it would 
be only necessary to sell bills at a lower rate of exchange lor 
a time, and the influx of gold would be stopped and silver take 
its place. In this way, and in this only, would the currency be 

‘regulated” by the Government; and although the power 
would thus he lodged in its hands to give an exceptional direc¬ 
tion and influence to the action of trade on the currency, yet 

we may, I think, he justified in believing that such interference 
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would be but seldom required. If merchants and banks have 
the Pree privilege 'of supplying either kind of currency on 
exactly equal terms, we may safely conclude that their own 
interests will prompt them to supply that section of it which is 
most in accordance with the necessary requirements of the 
public. 

S3, the proposed measures would be introduced without 
the slightest remark or excitement; for except in so far as the 
necessary publication of the gold standard would make it known, 
the change would, take place quite insensibly, and be generally 
unobserved by the great mass of the people, till it began to 
manifest itself by slow degrees, the gnld coinscreeping into use 
more and more, as the convenience of trade and the increasing 
prosperity of the community rendered them convenient and 
necessary. In the end, when a sufficiency of gold coins had 
been brought into use and established in the currency, the 
rupees whose legal tender had been from time to time gradually 
restricted, would occupy a position the same in principle as the 
silver coins in the British currency, though, as regards numbers, 
proportioned to the wants of the Indian Empire. 

84. I trust that I have succeeded in shywing, in each case 
separately, that the grave objections which have been advanced, 
although they might under a different state of things have 
been held to bear upon my proposals, yet owing to the peculiar 
circumstances of India, have not the slightest application to 
them ; and that there is, in reality, no reason whatever why the 
Government of India should not take the coinage of rupees 
into their own hands, and gradually restore the rate of exchange 
to its normal condition of 2s. the rupee, thereby opening the 
way to the spontaneous introduction of a gold currency, con¬ 
currently with the present rupee token coins, in such propor¬ 
tions as the daily wants of trade and foreign commerce would 
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indicate, and thus bringing about a system of currency pre¬ 
cisely the same as that of Great Britain. 

85. The present circumstances of India seem to point to 
the probability that an opportunity will soon come when it will 
be comparatively easy to advance the rate of exchange to 
Is. H id. or 2s.; but the opportunity may not last long, and it 
would be a matter of deep regret if it wore allowed to pass by 
unimproved; for to advance it after it lias again fallen to a 
lower rate, would involve, as has been already shown (Essay 
IV., para. 35) a great loss of time, and- large pecuniary 
sacrifices. 

80. The accomplished writer of the criticisms I have 
endeavoured to answer, has not made the mistake which has 
been made by others, in denying that the rupees would rise in 
value; and I hope it will no longer be doubted, that had it 
been necessary, owing to existing depreciation, they must 
have risen to the full value of gold, at the rate fixed 
by the standard, provided they wore not made procur¬ 
able at a cheaper rate by bills. But there are still some 
who cannot believe that the whole coins of a vast empire 
can possess an -effective value in exchange above their 
metallic worth, and this undefined apprehension infects 
their minds with a tinge of doubt as to the whole scheme. 
To such I must appeal by asking them, what they mean by 
the rupees not maintaining their full token value? My own 
meaning is they would be readily received at what they cost, in 
exchange for all commodities, including the precious metals ; 
and I would ask—Is it not true that an article of universal 
demand will, in any market, command at the least its cost price ? 
If so, rupees, when they cannot he bought in any way for less 
than 2s. the rupee, must readily command that value in ex¬ 
change in every market in India—as indeed they do now 



Again— Is it not true, that absolutely worthless tokens (notes) 
in Scotland and Ireland readily command the full value of 
their cost, in preference to the same value in gold ? 

87. My objector meets this by saying, Oh, yes! but these 
notes are convertible into gold. Ans.—True, but they are pre¬ 
ferred as they are; and according to my proposal the token rupees 
will be convertible into gold, when the latter coins have been made 
deniandable; and, even in the meantime, when gold is purchas¬ 
able to any required amount in exchange for rupees at their 
full value {vide Essay IVd, para. 8), and sovereigns pervade the 
country at the same price, the rupees though not of right, will be 
practically convertible. Objector—But there is a vast difference 
between notes and coins; coins cannot permanently maintain a 
value in exchange materially bovond their intrinsic metallic 
worth in the market. Ans.— I think this is a mistake. Our half- 
crowns and shillings permanently maintain their value. Ob¬ 
jector—Yes, but they arc of limited legal tender. Ans. -So will 
the rupees he, if you will have a little patience till the proper 
time has arrived. But, in the meantime, my position is, that the 
limited legal tender has nothing to do with the matter. That 
the coins must exchange for what they cost, whether in largo 
numbers or small. Otherwise, how could worthless, incon¬ 
vertible notes command any value at all, in America, Italy, 
'Russia, and innumerable instances ? How is it that in France 
the 5-franc pieces have for the last two or three years main¬ 
tained a value very decidedly above their metallic worth? 
How is it that these very rupees have* fully maintained a value 
above it ? Objector—It takes time to bring about the change. 
Ans. Yes, perhaps it may take time, hut also something more 
than time. It needs also that the currency be supplied 

* Vide the note to para. 13 of this Ksfiay, 
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cheaper, in order that it should fall in valuo. 1 am airaid it i3 
here we differ. If you believe that rupees costing two shillings 
each will be continuously supplied to the markets where they 
will only command goods to the value of Is. lOd. or Is. ltd. 1 
must take my leave of you. For it is beyond my power to 
believe that if the constantly increasing currency of a 
progressive country like India is being augmented by the 
manufacture of 50 to 100 millions annually of new coins 
costing two shillings each; and 170 to 200 millions of the exist¬ 
ing coins aiso change hands every year, being bought by gold 
at the same price, the exchangeable value of these same coins 
in the Indian markets can be a shade less than the value for 
which they are obtained. 


88. These objections and answers might he added to; but 
the basis of truth is simple. A legal tender token currency lor 
home circulation is worth what it necessarily costs, and, when 
subordinated to a dominant system of lull valued gold coins, is 
the perfection of a currency for commercial purposes ; and this 
is what I have ventured respectfully to propose. It may 
perhaps not be generally known that there is at the present 
moment a greater value of gold in India than the average 
estimate (£160 millions) of the silver currency. If this gold 
were coinable at a cheap rate, and more especially in fine gold 
pieces, it is very likely that a considerable proportion of it 
would be brought to the Mints, and there would he a decided 
profit in coining it, even at one-sixth per cent. 1 robably most 
of the coins would bo returned to the hoards they now fill: 
but it would be a boon to the owners to convert the line gold 
bars into the more useful form of coins, in which they would 
be much more available as money in time of need; and the 
boarding of gold or silver, whether in bars or coins, has no 
permanent effect upon the currency, which is quite independent 
of il, and by spontaneous action takes care of itself. 


89. Let me now briefly state a few of the principal facts 
connected with the proposal under discussion. 

1st. India possesses a currency which, being founded upon 
a different standard from that of England and a large part of 
Europe, is for the purposes of her vast and increasing foreign 
trade, most highly inconvenient and obstructive to commerce, 
owing to the serious fluctuations between the two metals to 
which it is liable. Wo have bad late disastrous experience of 
these, and they are likely to bo more frequent,* owing to late 
changes in the financial arrangements of European States. ' 

90. 2ndly.—We have a proposal to put an end to this 
unsatisfactory and baneful state of things, by assimilating the 
Indian Standard with that of Great Britain and Europe. 

91. 3rdly.—We have proof that instead of being in the 
lea d tlegree a costly measure, the change would he accompanied 
by a saving to the revenues of India, which cannot be estimated 
at less than one million sterling per annum. 

92. 4tlily—We have evidence that the introduction of a 
gold currency is desired unanimously by the natives of every 
part of India +, as stated in the Report of the Commission 
appointed to enquire into the subject. 

93. 5thly.—We have an early prospect of the opportunity 
of restoring the existing currency to its normal value, in rela- 

* Vide quotation in paragraph 45 of this Essay. 

t The following extract is from the 24 th paragraph of the Koport of the 
Commission, ordered by the ITbuso of Commons to be printed lGth March, 1868 : 

4« h. “ That the demand for gold currency is unanimous throughout the 
country.” 
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tion to gold, viz., 2s. the rupee, on its near approximation to 
that rate; and thereby expediting the change and the acqui¬ 
sition of the profit and advantages resulting from it. 

94. fithly.—By the proposed measure loans for public pur¬ 
poses can he raised Equally well in England or India* ; because 
it would reduce to a minimum their disturbing effect upon the 
exchanges; which effects, with a double Standard, are equally 
great, whether the loans he raised in one country or the other; 
except in regard to India, so far as the. capital is supplied by 
permanent residents in India, and does not belong, as it often 
does to a large extent, to proprietors in Europe. 

95. It is with the greatest reluctance that I have in the 
foregoing remarks again ventured to intrude my proposals upon 
the notice of the distinguished statesmen who control the 
destinies of our vast Empire; but believing as I am 
encouraged to do after more than nine months’ discussion, 
that I advocate measures of great importance, only re¬ 
quiring to be thoroughly explained to be approved; 
and destitute as I am of the privilege of being made 
acquainted with the obstacles which stand in the 
way of their adoption, I have felt it incumbent upon mo to 
answer every apparent objection of importance which lias come 
to my knowledge; and in the present case more especially to 
examine with the utmost deference and careful attention the 
opinion of so eminent and deservedly esteemed an authority as 
the writer whose criticisms are discussed in these pages. 


* Vide Essay IV., paragraph 20. 
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NOTES. 


1. The following is the modus operand! of my proposal. "When the coinage 
of sil\ er is suspended, the rate of oxchango must riso, because the remittances 
to bo made to India have always boon greatly in excess of the Council drafts; 
and if the suspension wore to take place now, end only a few Council bills 
sold, they would quickly riso to two shillings the rupee; or more if desired, as 
silver, even if cheap, would be usoless. 

2. AVhen the rate has riaon by competition, in the ordinary way, to two 
shillings the rupee, the Secretary of State would undertake to sell bills for 
the future to att comers, at that rate; aud, then, nothing more would be required, 
except that ho should send out to India the silvor purchased with the money 
received in excess of the requirements of the Homo Treasury. The standard 
would then be changed, and tliore would bo an absolute end to all the uncer¬ 
tainty and losses hitherto experienced. 

3. It is not necessary that the Mints should bo opened to receive gold at 
first. The above measures v. ould bo a preparation for a gold currency; but it 
might bo postponed indefinitely, under present circumstances. 

4 When the rate of exchange botween India and London, as to a tolo- 
graphic transfer, is fixed at 2s. the Bupee, the price of gold is theroby fired 
within a fraction of 33 Be. 14 annas per standard ounce, or 15 Bs. 14 J annas 
per Tola pure,* and this rate will bo permanent so long as the rato of 
exchange is so. Tho rupees will, therefore, always exchange in the local 
market for two shillings’ worth of gold; and as there is a very large abundance 
of gold in India, it will be procurable at par, for exportation, if required. 


5. The intimate and closo connection between the price of gold in India and 
the London exchange, is clearly shown in the report lately submitted to the 
Government of India by the Bombay Chamber of Commorco, under dato of 



♦Vide Essay. No. 5, para. 78. N.Ti.— Ah 440 : 180 : : Stand, oz. to Tola pure. 
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tlie 15 th May last; though the Chamber have drawn a wrong conclusion from 
it, from not being aware that, in ray proposal, when the Standard has been 
changed, the real value of tho rupee, and the regulator of prices at home and 
abroad, will be gold. 

6. Tho absolute necessity of the relation between the price of gold and tho Lon¬ 
don exchange is not generally recognised; and as the value of the rupee currency, 
when based on gold, depends upon it, an instance may be useful. Whentherupee 
is quoted at 1 s. 8d., or A \ th of a pound sterling, this, in other words, means that 
in rpund numbers, about 10 J grains of standard gold are equal in value to one 
rupee. Hence, 480 grains or one ounce of standard gold is worth 4 6 Be. 18 £ as., 
and tho tola pure (180 grs., as compared with 440 grs., pure in the standard 
ounce) must be worth -J^ths of 46 Ks. 18J as. or 19 Es. 2i as. When the 
exchange is at two shillings tho rupee these figures arc 38 Ks. 15 as.* the 
ounce, and 15 Es. 14 as. 10 p. per tola pure. Allowing 1 per cent, for freight 
and insurance, these prices can be roalised either way. But when the rate of 
exchange is fixed immovably, the value of the currency is equally immovable. 

7. It has boon objected to my proposal that it would put an end to the 
stimulus of exports, which is supposed to be so good for India. The parties 
who malco this objection forget that this stimulus acts as a bounty to one 
branch of trade, and a tax on another; that it is temporary and exceptional, 
being the self-acting remedy fora “quasi” deficiency of the circulating 
medium ; and while it does no real good to the country, as it only creates an 
unnatural trade, propped up by a bounty, its continuance will load to one of 
two alternatives, viz.—on the one hand, if the price of silver should hereafter 
return to its former rate of about Gld. per ounce, owing to the currency 
arrangements of other nations, tho result would be that, to whatsoever extent 
the Indian currency had boon overcharged and become redundant by the in¬ 
creased importation of silver, to that extent a reaction would set in, and the 
opposite effects ensue—viz., a tax on exports and a bounty on imports. On 
the other hand, if the depression of the price of silver remains permanent, the 
Indian revenues will be permanently buxthenecl with a toss of from ono to two 
millions sterling per annum. 

8. The serious evils caused by fluctuations of tho exchange are forcibly 
pointed out in the reports of both the Chambors of Commerce of Calcutta and 
Bombay. They would be wholly put an end to by my proposals. 

9. Objections are sometimes made to my plan on the score of injustice, and 

the “ artifical value ” of tho proposed currency. As regards tho former, it 

♦ The difference between thi 9 and paragraph 4 is owing to reckoning the bngli^h 
price at £3 17s. 9d. and the other at *3. 17s, lOjd. 
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muy be proved that the injustice is all the other way ; but to go to the 
bottom of the question would require an essay instead of a paragraph. 
With respect to “ artificial value ” enough has been said in my Essays, 
No. III., paragraph 46 ; No. V., paragraphs 86 and 87, and elsewhere. It may 
be added the rupees now possess, and for two or throe years past have 
possessed, an “ artificial value”; and that a vast currency like that of India, 
incapable of varying prices to keep pace with tho constant fluctuations of 
it« base, can hardly ever bo without more or loss of artificial value. 

10. The late Editor of tho “Economist,” who, though a writer of consum¬ 
mate ability, and a high authority on all matters connected with banking, tho 
London money market, and commerce in general, could not have boon aw are 

4’ all tho peculiarities of the Indian situation, has in his posthumous preface 
to the “articles on the depreciation of silver,” spoken of the “absurdity of 
“making any permanent cliangos in our Indian currency or taxation, while 
“all the facts on which such changes would bo founded are changing so much 
“ and so rapidly,” but his remarks would not apply to a measure which w ould 
put an end to the effect of these very changes. If this opinion has had tho 
influence which, coming from so high an authority, it would naturally have, 
of preventing my proposal being thorougiily investigated, it is most unfortunate 
that it was ever published. 

11. Had my proposal been adopted when first made, and the coinage 
of rupees on privato account temporarily suspended, the rate of exchange 
being allowed to rise by competition in the usual way to two shillings 
the rupee, and so maintained uniformly afterwards, the losses of £30,000 
a week for tho subsequent period would have been avoided; and tho 
Indian Government would now be in tho position of having the option of 
either admitting a gold currency by degrees* without any expense, or con* 
tinuing the gold standard with a silver currency, or reverting to the silver 
standard, by allowing the coinage of rupees on privato accounts to be resumed, 
whenever the period arrived to which tho writer referred, viz , when tho 
i* disturbing forces with which wehave had solongto deal’' shall ha ve “passed 
“away.” Tho Government would have dealt temporarily with the passing 
phenomenon, and, in tho end, restored matters to their former condition, having 
escaped all the confusion and losses in tho meantime. 

12. This is what foreign, nations have done. They have taken an “ex¬ 
pectant attitude,” having restricted the coinago of silver. India has not done 
so, and is suffering in consequence. 


22m/ OeUUr, 1877. 
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NOTES No. 2 



TO EXPLAIN SOME FURTHER DOUBTS. 


CONCERNING THE VALUE OF THE RUPEE. 


1. I feel very sure that if the relation has to bo fixed between the rupee and 
the British currency, no other ratio than 2b. the rupee can possibly be eh< son. * 
The advantages of it are so great, that even if it required some little? distortion 
of he true value to bring it about, it would be « never ending reproach to 
our Statesmen if they were to adopt any other. 

2. For, in the first place, it must be remembered, that in so far as commerce 
b i concerned, it is absolutely unimportant what rate is fixed. After due notice 
it would adapt itself to any rate without inconvenience, so long as, when once 
settled, it was not liable to sudden fluctuations. Secondly, it will bo allowed, 
that in order to rectify the groat disturbance which has taken place in the 
currency, it would be indispensable to restore it to what it was, on the 
average, before the disturbance began, that is, to the average value which it 
possessed previous and up to 1873. 

3. Now, if we examine the Statement, No. 164, given with the miscellaneous 
Btutistics, relating to the Finances of India, we shall .find, that for the 20 years 
preceding 1873, the average rate of the Council bills, after allowing for 
the GO days discount in India, was a trifle above 2s. the rupee ; and if the; 
enquiry be extended further back, the rate would be much higher, 

4. We have, therefore, not only the propriety and incalculable convenience 
of the proposed rate of 2s. the rupee, to plead in its favor, but also the 
inexorable claims of justice to be attended to, in making a full reparation of 
the damage caused by the accidental events of the past few years ; and the 
further obligation to guard the interests of the native taxpayers, by keeping 
up the full value, in the markets of the world, of the contributions levied 
from them. 


AS TO THE DIFFICULTY OF RAISING THE RATE OF 
EXCHANGE WITH INDIA. 

f>. It has been objected that any act of the Government which would make 
a considerable alteration of the rate of exchange, would give rise to great 
dissatisfaction ; but much might depend upon the particular measure adopted, 
and the way in which it was carried out. If, as proposed in para; l of the first 
“ • £ftes '” th * ov] y ste P token were the suspension of the silver coinage for 
private individuals, a stop earnestly recommended by the Calcutta Chamber of 
Commerce, and 1 believe other influential bodies, it could not be objected to it 
care were taken, either to give sufficient notice of the intended change, or liberal 
compensation, in lieu of notice, to those who suffered by it.; who alone would 
be likely to complain, aH many others would bo large gainers. 

A These remarks apply to a sudden alteration of the rate to a considerable 
extent, as for instance from Is. 9,1 to 2s. the rupee, but this would probably 
not be necessary. It is not unlikely that an opportunity will before long bo 
attordod, when the rate will naturally rise nearer to 2s. the rupee ; in addition 
to which, f lic, suspens ion of the coinage would not act immediately upon the 
exchanges; but after the suspension, the competition for the Council bills would 
gradually cause the rates to rise, owing to the fact that the total remittances 
arc more than the total repiiroments of the Council, as proved by the annual 
(shipments of silver. 

L ( >n the suspension of the coinage, a rapid rise in the rate of exchange, 
and an eager competition for bills might possibly be caused by unsatisfied 
demands for remittance; but the last would be completely under the control 
of the Council, if they did not neglect to issue an qxccss of bills beyond their 
requirements, so as to moderate the pressure, and raise the rate by degrees to 
the required point. 

A If wo bear in mind the fact that the Indian export merchants who would 
suffer by the rectification of the currency are those only who, since the fall in the 
price of Silver, har e been enjoying abnormal gains; while, on the other hand, the 
importers who have from the same cause suffered heavy losses will be restored 
to their proper position, and their former ordinary profits. If we remember 
also, that many of the measures of the Government, though fully justifiable, 
such is the raising large loans—the imposition of taxes upon imports and 
exports, &c., yet necessarily must, and do cause very serious injury to 
merchants; it can hardly he supposed that a measure adopted by the 
Government at the request of the mercantile public, with the sole object of 
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remedying a defect iu the currency, thereby removing » very serious obstacle 
in the way of trade, and securing the inestimable advantage of a fixed and 
unalterable rate of exchange between India and England, could bo very 
generally found fault with, or made the basis of any formidable complain 


AS TO THE EFFECT OF A GOLD CURRENCY IN INDIA UPON 
THE LONDON MONEY MARKET. 

9. It might perhaps be not altogether beyond the possibility of question, it it 
were asserted that the establishment of a gold currency jn India would hare 
no effect whatever upon the London money-market; but it is probable that 
when the subject is properly analysed, it will bo found not much more true to 
sar that if- would have a sensible effect; and difficult to show the occasions 
on which it would bo realized, and made apparent. 

10. Viewing tlio question as one mainly of obstruction to the supply of 
precious metal, the first point which calls for notice, when wo study the influ¬ 
ence of an over or under production of gold from the mines, is that its ofiect 
upon the money-market of any country is nothing, unless it be taken into tne 
cm-rciicy; and that the influence which causes it to bo taken into any currency 
depends upon the alteration it produces in the value of the whole stock u* 
gold in the world. 

11. The value of gold bullion, like tlio level of the ocean, is uniform through¬ 
out the whole orld. There is a continual tendency towards equilibrium between 
tbe value of commodities and gold all over the world ; and its operation is such 
that, if in any country gold coins are in excess, they will cease to be supplied, 
and commodities will continue to ho supplied till they in their turn bogin to 
bo in excess. The constantly impending quilibriiim, as above stated, being 
based >n the principle that all the several articles of commerce and currency 
stand related to one another in exchange value, according to tho quantity oi 
gold necessary to be sacrificed to obtain them. 

12. When gold, as convoyed in currency, exchanges for more goods in one 
country than in another, the bullion stream from tho mines sots into that 
country ; and ns it becomes saturated, turns elsewhere. 

13. It will thus be scon that tho currencies of different countries arc con¬ 
tinually adjusting themselves and one another by the stream of gold, according 
to the effective purchasing power which gold has in them severally ; that 
jK>wer being evinced by tho amount of pure metal exchanged for goods, by 
.moans of tin currencies the several countries, or otherwise. 





4 


14. From the above remarks it will have been Been that a&iy sudden new 
production of gold, say 5 millions in value, would nob necessarily be absorbed 
into the currency of any particular country : but if there were no accidental 
special demand directing it to any particular point, would be ultimately divided 
amongst all the bullion markets of the world. Its final effect then, so far as 
it was absorbed into currency, would be to diminish tho value of the whole of 
tho world's stock of gold, as compared with commodities, in proportion to the 
increase of the total bulk. 

15. As we know that in tho course of the last 30 years the fresh productions 
of gold have amounted to more than 500 or 600 millions of pounds sterling, 
and that not very long ago it was hold to be extremely doubtful whether prices 
hail been materially^ fleeted by that very large addition to the stock, we may 
form a judgment as to the effect which ary smaller addition to, or diminution 
of the general bulk of gold would have upon tho entire transactions of the 
world. 

16. If India were to begin suddenly to produce 5 millions worth of gold, 
annually, that amount would not, of course, be absorbed into the British 
currency, so as to affect the London money market. Part of it might be sent to 
London as a matter of commerce, but the whole would he distributed through¬ 
out all the markets of tho world, to meet the universal demands for it; some 
for currency, others for consumption, hoarding, &c., <fec. 

17. In like manner, if India were to absorb three or four millions of gold per 
am tun, the effect would be the same as of an equal diminution of the produce 
of the gold-fields ; and so much less would be annually distributed ; with the 
effect of “pro tan to" retarding the gradual deterioration of the value of gold, 
as compared with commodities and labour, throughout the world. 

18. British India at present absorbs rather more than four millions sterling 
of gold annually, and if the Mints were allowed to receive and coin it as pro¬ 
posed, at a moderate charge, there can bo no doubt that a part of this, as welt 
vh of the immense stock already in India, would be brought into use as circula¬ 
ting medium, and so help in the gradual formation of a gold currency. But 
more would be required, and to whatever extent the present absorption was 
increased, the effect would bo that of a deduction from tho general stock of the 
rest of the world. 

10. It is now necessary to draw attention to the fact, that the mines from 
which India must chiefly draw her supplies of gold, would be those of 
Australia and New Zealand, and it must be further noticed that the ad¬ 
vantage to the proprietor of gold, constituting the attraction to tho Indian 
market, would be, ns stated in Essay No. 5, para. 78, the saving of 18 days' 
interest on its value. 


^0. It must also be pointed out, that as the introduction of a gold cmreucy 
may bo postponed indefinitely, it need not by any means be simultaneous 
with the suspension of the private coinage of silver, as before explained. The 
gradual introduction of gold coins may be delayed till any moment when it 
may be thought expedient to allow it; and then, by a modification of the Mint 
regulations, it maybe admitted in a tentative experimental manner, so as that 
the amount brought may be within the control of the Government. This is 
explained as follows :— 

21. The 18 days' interest above referred to is based upon the supposition 
that, in accordance with the English practice, the 38 lls. 14 as. given for gold 
bullion would be paid on delivery, and that the gold coins would bo delivered 
( o the importer, in due course, on coinage. But o^ording to the Mint 
regulations, the value of gold bullion is only payable 20 days after assay, and 
if this mile were maintained in force, it is clear that the 18 days’ interest 
would he more than neutralized; but by shortening the delay of payment, it 
might be allow ed to come into effect, more or less, as an attraction to gold, and 
that to the precise extent which the Government might think proper. 

22. If this method should not be practicable, owing to alteration of the 
Mint rules, the effect could Bo otherwise produced; but it is unnecessary to go 
into further details. If the attraction of the 18 days' interest were neutralised, 
the only remaining inducement for a merchant to bring gold to the Mint 
would be any “agio” or “ battft,” lie might be able to secure by the side of 
the coins. If this were thought to offer too much inducement at first, it 
would be prevented by paying for the gold only in silver; and if the full 
benefit of the 18 days' interest were allowed, the attraction would probably bo 
quite sufficient to bring as much gold to the Mint as would be desired. 

23. Many more particulars might be entered into, but I trust that enough 
lias been said to show that, even if it were necessary for India to add consider¬ 
ably to her present absorption of gold, to provide a superior currency of that 
metal, it would not sensibly affect the London money market; and that if, 
after opening the Mint for the free coinage of gold, it were thought desirable 
at first (o moderate the supplies which might bo brought in for that purpose, 
iiK.iures could most easily be devibcd to do so, to any required extent. 
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AS TO THE OPIUM REVENUE. 

24. Some doubts have been expressed whether there might not be a risk of 
loss to the Go vernment of I ndia in regard to their opium revenue ; but I have 
not seen any statement of tho mode in which this loss would be experienced? 
The subject has been touched upon in my essay No. 4 , para. 14, to which 
it may be added, that China exports gold leaf to India, and by that means 
could pay any small balance of debt due for opium, instead of remitting 
silver as formerly, if necessary. 

25. But it lias been said, that if my proposals were earned out, there might 
be a serious fall in th$ exchange between India and China; and the more so if 
the depreciation of silver were to increase ; hut this appears to he a mis¬ 
apprehension, because the opposite would be the true result. 

26. The effect of the restriction of the coinage of silver in India for private 
individuals, and its maintenance at its former value, based upon and represen ting 
gold, would obviously be that it would be worth more than any other currency 
based on silver which had lost its metallic price. If 100 Chinese “ taels ” 
were formerly worth 300 Indian rupees, and the latter retain their full value 
in commodities and gold, while the Chinese “ taels ” lose 25 per cent, of their 
worth, owing to the depreciation of silver, it would follow that the 300 rupees 
would now be? worth 1334 taels instead of 100, and the exchange, instead of 
falling off, would be greatly improved. 

27. But it may be argued, the rupees aro only of their full former value for 
internal circulation, and not so with reference to foreign trade ; and if sent to 
China, they would be found to have lost 25 per cent., just as much as the “ taels” 
would have done, 

128. This is true, but in this case it is not the coins, but the currency which 
would regulate the exchanges. The ratio of the exchange between two 
countries involves and signifies the value of commodities in their respective 
Currencies; and commerce is carried on by the mutual exchange of goods priced 
according to those currencies ; the balance only being paid in coins or bullion. 

29. “Token” coins are useless for paying international balances; and such the 
Indian rupees would he ; but they would purchase any quantity of gold bullion 
at “par,” that is at 38 rupees, 14 as per standard ounce; and in this and similar 
cases a “ token ” or even paper currency, if so regulated that the price of gold 
is uniformly at the mint price, (and in India the currency would only be 
procurable for gold at that price) would be of equal value, internally, with 
gold coins; and would command gold at all times for export without loss. 


30. It may bo added,"that even when a gold currency is tally provided, it is 
not the gold coins which are exported, but gold bullion purchased by them. 
This is the case with the English gold currency, which is rarely exported except 
to those*, countries which avoid the expense of Mints and coinage by using 
our sovereigns as currency. In all cases, where the sovereigns are sent 
abroad to be valued and used only as bullion, it would be cheaper to buy the 
bullion in the London market for shipment, than to send the sovereigns. 

31. From tho forgoing observations it will be perceived that the unfitness of 

a currency for export does not necessarily diminish its value, even as com¬ 
pared with a foreign currency; as, except when redundant, it depends upon, 
and is regulated by its base, or in other words, the value necessarily paid to 
obtain it. 0? 

32. The Indian “ token’' coins, though useless for export, would be of their full 
value in India, for the purposes of trade ; and a Chinese merchant lieing obliged 
to procure them to pay for goods, would have to give for them what they cost, 
(that is a quantity of gold equal to two shillings each,) or an equal worth of 
something elsecompared with which, his silver would be reduced 25 percent, 
according to our hypothesis ; and ho would thus have to give 33J per cent* 
more than formerly to procure rupees to pay for his imports,—in other words, 
the exchange would lie, to that extent, in favour of India. 

33. Since the foregoing was. sent to the press, another doubt lias been 
suggested, based upon exactly the opposite ground; namely, that in consequence 
of the depreciation of silver, and the undiminished value of tho rupee, it 
would he necessary for the opium to bo sold at a higher price in China, to pay 
the Indian export merchant; and that this would be an obstacle in tbe way 
of its sale. To remove this doubt, it is only necessary to explain, that the 
depreciation of silver in China means the rise of prices of commodities and 
labour, and that whatever may bo the value of the medium of exchange, commo¬ 
dities and labour will adjust themselves to it and one another, so as to stand in 
precisely the same relations as before. In other words, that in exact proportion 
to the increase of the price paid for the opium, will be the incre<‘ised price of the 
articles exchanged for tho silver wherewith to pay for it. 

J. T. S. 


2nd November, 1877. 




THE DEPRECIATION OF SILVER. 

SUMMARY OF A PAPER. READ AT THE SOCIETY OF ARTS, 29th MARCH, 
BY Cor,. J. T. SMITH, R.E., F.R.S. 


The Author, after referring to the earnest desire manifested for the last 
17 years by Indian statesmen and the public, to introduce a gold standard 
for the currency of tho Empire, and tho difficulty ot effecting it, alleges 
that circumstances have now changed so as to make it quite easy, if done 
without delay. 

He first, points out, that if the coinage of silver were stopped, and the 
Indian currency were obtainable only by means of u Council Bills issued 
without limit to meet the wants of trade, that would constitute a change of 
“ Standard/’ the new dimension of which would be the price in English 
gold, that is the rate of exchange, paid for the rupee. 

After drawing attention to the fact that, by accounts to March last, 

rupees were still passing generally in India for their former value of two 

shillings each, and that it is only the rate of exchange which had altered, 

the author proposes to stop the coinage of silver, and thereby cause the 

rate of exchange to rise gradually to two shillings the rupee; at the same 

time opening the mints for the coinage of gold, which would flow into the 

country by the course of trade. 

% 

It is shown, that if it be considered desirable to pretent the least altera¬ 
tion of the present natural distribution of the precious metals throughout 
the world, this will be easily effected by tho Secretary of State selling 
his “ Council Bills 99 cheaper than gold, say at Is. llfd. per rupee. 

In that case, the establishment of tho gold curroncy would take a longer 
time, (but the rupees would continue to be quite as useful for all purposes of 
commerce as at present), as it would bo supplied only out of tho large 
mass of gold (150 or 160 millions sterling) already in India, and the 
annual supplies regularly imported in rapidly increasing quantities, 
already amounting to five millions sterling per annum; tho present 
inability + o use which, in a severe monetary crisis, is noticed as a cruel 
injury and injustice to the natives of India; who, throughout the entire 
length and breadth of the Empire, have expressed their unanimous desire 
for its legal currency being established. 
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On the Depreciation oe the Value of Silver, with Espe¬ 
cial Reference to the Exchange between India and 
England ; and Suggestions for a Remedy. By Ooionel 
J. T. Smith, R.E., F.R.S., formerly Master of the Mint, 
Madras and Calcutta. 

1. I gladly avail myself of the invitation with which I have 
been honoured by the Society to lay before tl*cm some remarks 
on the depreciation of silver with reference to the Indian 
Exchange, because it affords me an opportunity of submitting 
for their discussion a measure proposed by me which has been 
for some time under the consideration of the Indian authori¬ 
ties, and which has for its object the removal of the difficulties, 
uncertainty, and losses, which have now for so long a time 
embarrassed the operations of Indian commerce, and disordered 
the Indian finances. 

2. If it be possible by any means to get rid of the very serious 
evils just referred to, the subject is I think well worthy of the 
attention of the Society; but the questions involved in any 
proposal of this kind are generally considered to he of an 
abstruse and complicated character, and I am painfully con¬ 
scious of my inability to impart to them any interest beyond 
that of their own intrinsic importance. Perhaps the most 
satisfactory way in which to begin the explanation I wish to lay 
before the Society, will be first briefly to state the facts, and 
endeavour to ascertain the causes of the evils experienced, then 
to state the remedy which I propose, and, lastly, to offer some 
few explanations to meet the difficulties which may appear to 
some minds to militate against the adoption of my proposals. 

3. The facts are unfortunately only too notorious. We are 
all aware of the losses which have been experienced in Indian 
trade, and the embarrassments occasioned to the Indian finances 
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by the fluctuations of tine rate of exchange between India and 
England, coupled with the absolute uncertainty of its course 
for the future, from day to day. 

4. In regard to the former, it is I believe a fact that the 
exports to India were at one time greatly checked owing 
to its being found that they produced so much disappoint¬ 
ment and loss. On the other hand, it would not be fair to 
omit that the same causes which produced this discourage¬ 
ment to the import trade into India, increased the profits of 
the export trade from India; so that there are not wanting 
those who, confining their attention perhaps to one branch of 
commerce, are inclined to look upon the depreciation of silver 
as a benefit to that country, though they at the same time 
admit the serious evils occasioned by the fluctuations in the 
course of exchange. 

5. We can easily understand a little bias in the minds of those, 
who, making large unaccustomed profits by the export trade 
from India, speak favourably of circumstauees which created 
the stimulus and brought them their gains. But the statesman 
who looks into the question with a desire for the equal advance¬ 
ment of all branches of commerce, will perceive that what is 
a stimulus to the one branch is equally a deterrent to the other, 
the effect being the same, precisely, as if a bounty were bestowed 
upon exports, and an equal tax on imports; entailing, it should 
be observed, the risk, should silver regain its value, of the effect 
being reversed, and the bounty and tax being applied in 
the opposite directions. 

6. Perhaps it will be sufficient evidence that the accidental, 
depreciation of the metallic contents of the rupeo cannot be a 
real benefit to the country, if I mention that, were it so, 
the effect of it could bo artificially brought about at any 
time by the Government authorising merchants, for a time, 
to manufacture the standard coins of the realm with 10 to 
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20 per cent, deficiency of precious metal, and to circulate them 
with legal tender as genuine coins. 

7. In regard to the disorder of the Indian finances, brought 
about bv the fall in the price of silver, I need hardly remind 
the Society of the official statement on this subject by the 
Finance Minister in his Budget. Speech of the >lst March, 
1S7G, which contained the following words : “ The sudden depre¬ 
ciation of silver and the consequent enhancement of charge to 
the Government of India of laying down yearly the sum 
required in England of about fifteen millions sterling, without 
doubt cast a grave shadow on the future. In truth it maybe 
said that the danger, from whatever point of view considered, 
is the gravest which has yet threatened the finances of India. 
Further on ho stated “ that which adds significance to it is that 
the end cannot be seen; the future is involved in uncertainty. 

8. To this extract it is only necessary to add, that during the 
last three years the losses actually incurred by the Government 
of India in the remittances to England, as compared with the 
rate of 2/- the rupee, have amounted to upwards of fivo 
millions of pounds sterling, being an average loss of <£1,666,000 
per annum, or rather more than £30,000 per week, and 
similar losses are still being experienced. 

0. We have here then as the facts for consideration, a violent 
disturbance of the Indian commerce, stimulating by the aid of 
a practical bounty, its exports which do not require aid, and 
discouraging its imports, which during the last half century have 
been deficient; at the same time inflicting very serious losses 
upon the finances of the Imperial Government. Wo have to 
enquire into the causes of this unwelcome phenomenon. 

10. To this end it is needless to adduce any arguments to prove 
that their prime origin is in the depreciation of the value 
of silver, but it may be very interesting to exhibit the modus 
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operandi of the change, more especially if it should- have the 
effect of bringing to light the other causes without which the 
sudden fall hi the value of the metal would have been com¬ 
paratively inoperative and harmless. 

11. Let us therefore consider what the results would have been 
if India had been a self-contained community, with an internal 
trade of its present dimensions, but with no considerable foreign 
relations or commerce. In that case some of the results which 
have been already observed would have taken place; the cur¬ 
rency would have been added to, day by day, by a deluge of 
coins cheaper than those of which it has hitherto been com¬ 
posed ; and, as will he hereafter explained in paragraph 08, these 
wouldliavc continued to swell the currencyand diminish its value, 
until a new point of “ saturation ” and a new scalo of prices had 
been established. But, if we remember that the constant and 
rapid increase of the business of India needs an annual addition, of 
5 millions sterling to her currency to maintain existing prices, 
and a still larger importation than that when the ordinary imports 
of merchandise are checked and diminished ; if we also hear in 
mind the vast amount of the currency, which may he mode¬ 
rately estimated at 180 millions sterling, it. is evident that the 
progress of that change could not be otherwise than slow ; like 
the growth of a child it would he certain, but imperceptible. 

12. Let us now enlarge the dimensions of our enquiry, and in¬ 
stead of confining our observations to India alone, include 
Great Britain in our view, but upon the supposition only 
that both countries have the same rupee currency, and are 
governed by the same currency laws as India, and we shall see 
that the same results would follow. But, as the united currencies 
of Great Britain and India would he larger than that of India 
alone, the effect of the stated additions to the joint currency 
would be less observable; the more so as there would cease to be 
the stimulus to the export trade above referred to, which is 
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brought about by the lowering of the exchange; the progress 
would therefore be even more protracted. 


13. As just implied, there would be no lowering of the 
exchange between India and Britain, that is, no alteration 
on account of the decline in tiro value of silver; because, 
supposing both countries to possess a rupee currency, the 
same causes which would operate upon the one, would also 
affect the other; and being in constant commercial communica¬ 
tion, the value of their respective currencies, though undergoing 
a gradual deterioration, would maintain an equilibrium one with 
the other. 

M. Lotus now consider what is the consequence of the actually 
existing state of things, that is, a silver currency in India and a 
gold currency in G reat Britain, together with an open coinage 
in both countries, including a free permission to any one who 
pleases to take silver for coinage to the Indian mints. In 
order to do this, we must bear in mind that the commerce 
between two countries is the exchange of commodities 
which are measured against one another by means of the 
tariffs of prices founded on the currency of either country. 
In the present case, commodities in England are measured 
by the average value of gold, in India by the average value 
of silver. As just explained, these tariffs of price can only 
he altered gradually, because tho cheaper cost of a small part 
added to the currency only slightly affects the whole, just as a 
bucket of water added to a lake imperceptibly affects its level. 
But in regard to'the course of exchange, namely, the immediate 
expense of obtaining a portion of one currency by means of 
another, it is evident that the cost instantly follows the alteration 
in the cost of the material on which the former currency is 
based; for, in fact, the rate of exchange only expresses tho 
cost of procuring one currency in terms of the other. Hence, 
in this instance, no sooner is there an alteration in the 
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English or gold price of silver, than it indicates and establishes 
an alteration in the purchase price of the Indian rupee currency, 
that is, an alteration in the rate of exchange between the two 
countries; and it is so, because the Indian curi*eney law gives 
the right to any one having silver, to convert it at once into 
coins. Silver, however much degraded in value below its former 
price in English money, is permitted, when coined, to take its 
place in the Indian currency, and command the same pur¬ 
chasing power as the rest of the circulating medium. One 
hundred rupees, which formerly cost ten sovereigns, can now 
ho obtained at the cost of less than nine, and have the same 
purchasing power as those previously in circulation, and which 
are still measuring the value of £10—the essential circumstance 
which gives rise to this being the open mint and the immediate 
convertibility of the metal, no matter how much reduced in its 
value, into standard coins. 

15. A metal liable to much fluctuation in price is not suited 
to form a standard of value, especially for India having such 
vast transactions with countries of a different standard; and silver 
has become exceedingly liable to fluctuation, in consequence of 
tlie events of tbo last few years. Slight fluctuations, though 
occasioning loss to individuals and thus, so far, an obstruction to 
trade, are of little effect, if there be no decided “ set” in either 
direction; hut a heavy fall can only be met by stopping the free 
use ot the Mints, and providing for the wants of commerce in 
some other way, not disturbing the previously established tariff 
of values. This is the course which has been adopted in Franco 
and other States composing the Latin union. 

16. Had silver, when it fell to so low a price, been denied 
admission to the Indian Mints, it would have commanded in 
the Eastern markets only the same value in commodities and 
goldasitdoes elsewhere; butthe momentitwas coined into rupees 
it was raised to a place in the existing currency, and commanded 
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an exchange for commodities according to the Indian Tarifl Oi 
prices. 

17. Wo must allow then, that in addition to the fall in tho 
value of silver, the existence in England of a different stan¬ 
dard from that of India, viz., one based on gold, and tho 
free coinage of silver in India, bringing about an immediate and 
corresponding fall in the exchange with England, were essential 
elements in the disorders which have been experienced. 

18. So long, then, as silver is liable to fluctuate in a alue, and 
the Indian Mints are open for its free coinage, the Indian 
coinage being based upon it, and England having a different 
standard, there must necessarily he fluctuations in the ex¬ 
change with England, and all the evils attendant upon them. 


On the Various Remedies Proposed. 

19. The Indian merchants were not long in discovering tho 
evil of a free coinage, when silver was so greatly depreciated in 
value; and in August, 1S76, they petitioned the Government of 
India to close the Mints ; but they did not complete their pro¬ 
posal by pointing out the means by which the wants of com¬ 
merce and the expansion and contraction of the currency wore 
to he provided for. The consequence was that their prayer was 
refused, chiefly on the ground of its involving, as was supposed, 
a fall of prices, or in other words a contraction of the currency; 
although other arguments were used which need not now he 
dwelt upon. 

20. We have seen that the assimilation of the standards of 
England and India would at once put an end to all the fluctua¬ 
tions of the exchange, with or without the closing of the Indian 
Mints, which latter measure we may add, might also have been 
worked so as to produce the same effect; though, for want of 
proper explanations it appeared to the Government of India to 
involve serious inconveniences. The Government therefore, 
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although implying its preference for the introduction of a gold 
standard for the Indian currency, and acknowledging the inconve¬ 
niences and anxieties involved in the existing state of things, 
stated the opinion that there was nothing in their nature demand¬ 
ing recourse to a measure so “ costly,” and of which all the requi¬ 
site conditions were at present so uncertain. The erroneousness of 
this opinion will he explained hereafter, hut in the meantime it 
is important to observe that for 17 years previously the adoption 
of a gold currency for India had been pressed upon the Govern¬ 
ment of India, and recommended by almost every Financial 
Statesman, upon totally different grounds from those of the 
present necessity. 

21. In the collected correspondence published in Calcutta in 
1800, the strongest evidence is afforded of the very eager desire 
of the European and Native merchants and others for the 
restoration of a gold currency ; besides the recorded opinion of 
every financial Minister, beginning with the eminent James 
Wilson, and including the late Lord Sandhurst and Sir Charles 
Trevelyan as to the importance of its introduction. 

22. At one time an attempt was made; and Sir Charles 
Trevelyan having in a most able and exhaustive minute recom¬ 
mended the adoption of the British sovereign as a legal tender 
for ten rupees, the advice of the late Mr. G. Arbuthnot, of II. 
M. Treasury, was asked, who in a memorandum dated the 16th 
September, 1864, upon the ground that a tentative and experi¬ 
mental course would bo the wisest, approved a proposal to 
receive sovereigns at the rate of ten rupees each, but without 
making them legal tender. This proposal being carried into 
effect, the practical effect was that the sovereigns were only paid 
in when they were worth less than 10 Iks.; consequently, a 
considerable accumulation of sovereigns in the Indian Treasuries 
took place, which, not being legal tender, and during a high rate 
of the London exchange of less value than 10 rupees, became 
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useless. They wo therefore transmitted to England, and the 
experiment considered a failure. This decision, however, was 
premature, for had the sovereigns been retained till tho ex¬ 
change with England fell, the sovereigns would have been 
readily sold at a premium. But the attempt to introduce and 
fix gold in India without stopping the coinage of silver for 
individuals, would have proved a complete failure as events 
turned out. 

23. Soon after this, a commission of enquiry was appointed by 
the Government of India, of which the late Lord Sandhurst was 
President, and which, after an elaborate investigation, and the 
accumulation of a very large amount of evidence from all parts 
of India, made its report in October, 1866, from which tho fol¬ 
lowing is an extract:— 

“ The Commission cannot hesitate to express a hope that 
“ the Government of India will persevere in the policy which 
“ was recommended for the approval of the Secretary of State 
“ two years ago, viz., to cause a legal tender of gold to he a 
“ part of the currency arrangements of India.” 

24.1 have already remarked that the proposition of the Bengal 
Chamber of Commerce in August, 1876, was not sufficiently 
explained to the Government of India, or it would have been 
seen that the evil consequence apprehended from it might 
have been easily prevented. 

25. It is a most remarkable circumstance that, throughout the 
whole of the discussion of this important subject, by statesmen 
of the very highest ability,and merchants thoroughly acquainted 
with all the commercial features of the case, no reference was 
made to the peculiar relations to it of the Council bills and 
tho exchange, as pointing out and leading the way to a solution 
of many of the difficulties. It is true, that in the discussions of 
the Bengal Chamber of Commerco the strengthening of the ex¬ 
change was mentioned as a probable result of closing the mints 
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to individuals, which shows clearly that the facts of the ex¬ 
change were not overlooked by them; but it might have been 
pointed out, in answer to the objection made by the Govern¬ 
ment of India to their proposal to close the Mints, that by the 
issue of Council bills on the requisition of merchants needing 
them, whether or not in excess of the home requirements, 
and by the transmission of silver to the Mints for coinage on 
account of the Government, the expansion and contraction of 
the currency would go on, automatically, just as at present; 
and the objections of the Government to the measure on that 
score ho wholly removed. 

26. before submitting to the Society the remedial measures 
I propose, I will just glance very briefly at those which 
were suggested on the last occasion, when the subject was 
discussed in tin's section about two years ago. 

27. In’ the very elaborate and able paper read to the Society by 
Mr. Ernest Seyb, it was proposed that the double valuation of 
both silver and gold should he introduced into India, all other 
nations coming to an international agreement on the matter, for 
which purpose a conference was to bo held, and treaties of agree¬ 
ment entered into. This proposal has been very ably advoca ted. 
besides Mr. Seycl by MM. Wolowski, Cernuschi, and others; but 
it is not necessary to refer to their reasoning in order to j ustify the 
recommendation of another plan. Admitting, for the sake of 
argument, that all the advantages contended for would surely 
follow the adoption of the proposed measures, by general 
agreement, it is enough to say that it is absolutely hopeless to 
expect that such a general agreement is attainable, within this 
generation, or indeed most probably at any other lime. 

To go no fartlier than the first step in the arrangement, it 
appears to be certain that neither Great Britain nor Germany 
would ever consent to the change. 

28. General Marriott, in commenting upon Mr. Seyd ’a 
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paper, expressed liis wish for the double standard in India, 
though he considered it would be useless to attempt its intro¬ 
duction when silver was depreciated in value, because the 
cheaper silver would most effectually keep out the gold. Had 
the thought struck him of introducing the gold and stopping 
the coinage of silver, lie would no doubt have perceived how 
very easily the change would have been effected thereby. 

29. Mr. Frederick Hendriks, after a masterly analysis of Mr. 
Seyd’s somewhat alarming statements, submitted to the Society a 
very carefully prepared plan for the coinage reform of India, by 
the establishment of a temporary transition double standard of 
gold and silver, and the ultimate adoption of a 10rupee gold piece 
of a value one eleventh less than our British sovereign, with new 
silver rupees of rather more than 11 per cent, less metallic 
value than the present ones. This scheme would involve the 
recoinage of the whole of the present Indian rupees, which were 
estimated by Colonel Hyde late Master of the Calcutta Mint, in 
Ills evidence before the Silver Commission, at 160 millions ster¬ 
ling value in 1868, or 1,660 millions of pieces; an operation 
whichaddedto the unavoidable coining on accountof trade, would 
be a very serious and burthensome task; though it would not 
be an insuperable obstacle, if there were not other and greater 
difficulties. One of these is the tact that the now rupee could 
not be coined on behalf of the public, because as the silver 
contained in 10 rupees could (at 5Id. per oz.) be procured for 
178^d., and the gold for the new 10 rupee piece would cost 
nearly 218d., if the public were allowed to bring silver to tho 
mints, not an ounce of gold would be brought for coinage, and the 
■whole scheme would fail. The new rupee could therefore only be 
obtained by re-coining the existing currency or new silver by the 
Government; which, indeed, would he a profitable operation, 
provided only the coins could be put into circulation together 
with tho present coins, hut this I should fear would bo quite 
impossible. 
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30. It could not, indeed, be expected that the new rupees of 11 
per cent, less metallic worth would he accepted by the natives as 
of equal value with the old ones. Their true value containing 
146.77684 grains pure*, would bo only 14 annas 2-J pies, instead 
of 16 annas, and it would bo in vain for the Government to 
attempt to introduce them at the higher value, even if it would 
be considered honest to do so. 

If the new coins instead of being substituted for and cir¬ 
culating concurrently with the old, were introduced at the 
lower value, there would he a revolution of the scale of 
prices, and the re-coinage of the rupees would involve an 
expense of about 1 to 1| millions sterling. 

31* Another difficulty would be that, in consequence of the 
introduction of a 10 rupee gold piece containing only 102.7287 
grains of pure gold worth 217.831538d. at 933d. per standard 
ounce without seignorage, tho exchange with England would he 
immovably fixed at rather less than l.lOd. the rupee, in¬ 
volving a permanent annual loss in remittance of £1,250,000, 
or more than £24,000 per week, to the Indian Government; 
besides two or three millions per annum more in her expendi¬ 
ture, owing to rise of prices. Hence it will be seen that, 
involving as it does the re-coinage of 1,660 millions of pieces, 
a total revolution of the scalo of prices, and very heavy annual 
losses to the Indian Treasury, the measures proposed by Mr. 
Hendriks would not be desirable unless there were no other 
easier means of accomplishing the end proposed. 

The True Remedy. 

82. The above are the suggestions which survived the discus¬ 
sion of this important subject two years ago; and their in¬ 
vestigation affords a clue to tho difficulties which have beset 
the problem on every occasion when its solution lias been 
seriously attempted. The chief difficulty seems to have been 

* Worth 17.8512(1. at 54d. p©r o z, standard. 
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the existence of a large mass of standard silver coins which it 
was impossible to convert all at once into “tokens”; and therefore 
the apparently inevitable necessity for the concurrent circulation 
of standard coins of the two metals; a fact which induced many 
of the statesmen who had to deal with the question to consent 
to a “ double standard,” at all events for a limited time. 

33. I have before pointed out how the difficulty just stated 
might have been very easily overcome; but it is not at all 
necessary now to enlarge upon it, because I have the gratifying 
privilege of being able to state that, owing to recent 
events, the difficulty has altogether vanished; and that the 
extraordinary and fortuitous position of the Indian currency is 
such as to put tho desired change within our reach, without 
the slightest difficulty or risk of any kind. -Let mo illus¬ 
trate this by a somewhat extravagant, but I trust not inappro¬ 
priate imagination. 

34. Let us suppose that India and its currency being what 
they were, say five years ago, with the wants of trade provided 
for by a circulating medium of 1,G60 millions of rupees, which 
had established a scale of prices throughout the empire indicating 
their value as two shillings each, that it was very earnestly 
desired to introduce a currency of gold coins, to take the load 
in due time, and regulate prices; and to do this without making 
any disturbance, by quietly and gradually slipping into the, 
at present co-equal, but hereafter dominant position, with a 
true token currency of equal local worth. Let us suppose also 
that the Einance Minister of the Empire had the assistance of 
a magician or fairy, who told him that tho whole could be 
accomplished by a single miracle, which if he would reason it 
out and ask it of her, she would, by a stroke of her wand 
accomplish for him ; what, let us consider, would be his choice, 
and the answer he would give ? 

35. As the result of his careful study, enquiries, and inves- 
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ligation, our Finance Minister would at last arrive at the 
conclusion that an enormous mass of currency, such as that of 
the Empire, although formed of a multitude of successive 
values added together to constitute its bulk, and representing 
the average of the whole of them, could not be materially 
affected by any difference in the value of each fresh com¬ 
paratively small portion added to the mass; and he would 
discover, also, that commodities (which indeed, and not money, 
constitute trade), are compared with one another by a scale of 
prices which varies very slowly in accorda'nce with the average 
value of the whole mass of coins; not at all by the varying 
value of the particular individual pieces, which constitute the 
mass; except in so far as they, in time, affect • the general 
average. He might, therefore, argue thus with himself. In so 
far as securing tho undisturbed continuance of the present 
prices is concerned, I can certainly effect that, by not allowing 
any more silver coins to he introduced, that is by closing the 
Mints to silver, and then no change in the average can possibly 
take place; for, as it happens that the wants of trade necessitate 
constant additions to the currency, I can allow these additions to 
bo made by gold coins precisely adapted to the value of that 
general average. I shall then, as additions to the currency are 
steadily required at the rate of 5 millions sterling per annum, 
in a few years have 30 or 40 millions of leading gold coins circu¬ 
lating concurrently with rupees, and most probably that will 
he all that is required ; if not, a few more years will certainly 
accomplish it; and so I do not need any help at all, and I shall 
decline the offer of my benevolent fairy. 


30. Stop, says the latter, you havo not described the accom¬ 
plishment of your object. You have contrived an arrangement 
which will ouly partially effect your intention, an arrangement 
not indeed a double standard, hut in one particular subject to 
its evils. By introducing gold at the precise value of the 
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present silver coins you will, it is true, avoid any disturbance 
of prices; and by admitting only gold from the public in future, 
that metal will hereafter regulate prices and become the 
Standard. Still, you do not seem to have observed that, as 
your gold and silver coins are precisely equal in value, at 
present, you are not quite safe from one of tho evils of a 
double Standard. The silver coins cannot drive out the gold, 
to he sure, for you will not give them admission to do so; hut 
how about the gold driving out the silver ? You cannot limit or 
obstruct the free entrance and exit of gold into and from your 
currency, that being your Standard ; for if you do, the currency 
will not he automatic, and expand and contract m strict and 
immediate sympathy with trade. How then will you secure 
your silver coins from being chased out ot the empire, it you 
make the gold coins at .first of precisely pqual value,and herenl ter 
they should happen to become cheaper? 

37. I admit tho truth of your objection, would be the reply, 
and I see now what is wanting; what I would ask you 
therefore to do for me is that whon I close the door to the 
admission of silver to the currency, and employ gold for 
further additions to it, you would, by your magic power, 
discredit silver in the other markets of the world. That will 
cause it to fall in value; and then, to whatever extent you 
do that, my silver currency will he quite safe from being 
driven away, unless and until gold slialt also have lost credit 
in the markets of the world to an equal extent. In fact, then 
the silver rupees in my currency, circulating as they u ill 
do at a higher value (that is their/present value), than that of 
the metal they contain, will be true “ tokens ” like those of Great 
Britain; and our Indian currency will be assimilated to that of 
the mother country. 

39. The request is granted, and tho benevolent fairy not 
onlv reduces the value of silver in the markets of the 
world, to an extent sufficient to keep the rupees secure in the 
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Indian currency, hut adds another favour, by pointing out a 
private door of admission to the circulating medium by means of 
Council bills. The Minister is warned to take care to sell these at 
the former average value of the rupees, and to take care also 
not to waste much lime in carrying out his arrangements, lest 
(ho successive additions of fresh masses of cheap rupees should 
have the effect of lowering tho average value, and increasing 
the present scale of prices. 

30. This fanciful sketch illustrates the present position of 
affairs, and it is intended to show tho extraordinary and 
propitious accident which now offers the opportunity of effec¬ 
ting a change which has been for so many years desired, 
without the smallest difficulty, inconvenience, or risk of any 
kind. The important peculiarity is that the rupees are now cir¬ 
culating a. a local value superior to their metallic worth* ; and, 
i t care be taken to prevent their numbers being unduly i ncreased, 
Uk.v may bo fixed at that value ; and, being concurrent with 
gold pieces of metallic as well as local worth, they will be clearly 
understood to bo wbat they now arc, namely “tokens.” 

40. My proposal go which I have referred at the beginning 
of these remarks was the following :— 

“ -^at a fter due notice, the coinage of silver on behalf of 
private individuals and advances upon silver bullion should be 
suspended; that part of Act 23 of 1870, which makes it incum¬ 
bent on the Government to receive and coin it, being repealed: 
the Government retaining in their own hands the power of 
replenishing the silver currency whenever they may deem it 
expedient. That gold bullion should be received by the 
Government at the mint rate of Es. 38 : 11< As. per standard 
ounce, and coined into sovereigns and half-sovereigns (repre¬ 
senting Its. 38 As. 15), or ten and five-rupee pieces of the same 

1 ho rupees are now circulating at more than 12 per cent, above their me- 
t.\ lie worth, and it the rate of exchange were 2s. the rupee, the price of silver 
must nee to more than 65d. per ounce, before it would pay to send them to 
England ns a bullion remittance. 
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value, which should be declared legal tender, hut not demand- 
able,* the present silver rupees continuing to be legal tender, as 
before. 

41. “ No seignorage should bo charged for the manufacture 
of the gold coins beyond that implied in the terms of purchase, 
which are the same as those of the Bank of England, and yield 
a profit of one anna per ounce, or one-sixth per cent., which is 
more than enough to pay all tho actual outlay.”! 

42. The foregoing scheme would have tlio effect of merely 
transferring the standard of value from silver to gold, without 
in the least altering the value itself, owing to the extraordinary 
and fortunate accidents of the present: situation of the Indian 
currency. 

43. It will he shown hereafter^ with reference to the important 
object of introducing the change without disturbance of the 
existing distribution of the precious metals throughout tho 
world, that a gold ourrency is not essential to the existence of a 
gold standard ; and, paradoxical as it may appear, that it will 
bo quite easy to establish a dominant gold currency in India 
without making the smallest further demand than the present 
upon the produce of tho mines; and at the same time, although 
the Mints are closed to silver, to keep up the silver coinage 
at tho gold value, and to meet and fulfil the expansions and 
contractions of the currency, through the agency which will now 
be described. 

44. The following is the modus operandi. When tho 
coinage of silver is suspended, the rate of exchange will rise, 

* As the expression “not demandable” has given rise to objection, it may 
l>e pointed out that it is not at all essential. So long as rupees are legal tender, 
no debtor can be compelled to pay in gold 

f This statement is founded on the fact that the cost of coining rupoo 
pieces in the Calcutta Mint is from £ to J per cent., or eight to twelve annas 
per hundred pieces. One-sixth per cent, on gold ten-rupee coins would be 
one -sixth of ten rupees, or 26§ annas. 

| Yide paras. 70, 72 and 82 ; note, page 46, and paras. 94 to 106. 
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because the remittances to be made to India have always been 
greatly in excess of the Council drafts, as shown by the ship¬ 
ments of silver bullion, to the amount of live millions ster¬ 
ling per annum; and on the suspension taking place, the 
rate would rise to two shillings the rupee; or more if 
desired, as silver, even if cheap, would he useless. 

45. The cause of the rise in the rate of exchange here men¬ 
tioned will be readily understood if we remember that, while 
the remittances to be made to India amount to 20 millions per 
annum, the Council bills only dispose of 15 millions. The 
difference is met by sending out silver bullion to India for 
coinage. When the use of the mints by individuals is put a 
stop to, there will ensue a famine of remittance, which would 
cause a competition for the Council hills, more or less active, 
according to the sufficiency or otherwise of the amount of 
Council bills offered for sale to meet the demand. If the 
Secretary of State, after the Mints were closed, should offer 
bills to the extent only of the home expenses, there would 
be a serious deficiency of the means of remittance, which, 
at the end of three months, would be represented by a million 
and a quarter sterling. If ho offered bills for sale in 
excess of the home requirements by fully 1.] millions, there 
would be comparatively slight competition, and the rate of 
exchange would rise hut slowly. Hence the rate might he 
gradually raised, either by slightly restricting the supply, as 
just explained, or by giving some such a notice as the follow¬ 
ing:—That after six months the present rate for Council bills 
of, say, Is. 9d. the rupee, would be raised to Is. 9£d., and that 
it wotdd continue to bo raised bv id. everv six weeks till it 
reached 2s. the rupee, when it would remain unaltered. The 
Secretary of State undertaking to grant bills and telegraphic 
transfers at the rates so fixed to all parties requiring them. 

40. When the rate has risen by competition, or other- 
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wise, to two shillings the rupee, the Secretary of Stafo 
would undertake to sell bill for the future to all comers, at 
that rate ; and, then, nothing more would be required, except 
that ho should send out to India silver purchased with the 
money received in excess of the requirements of the Home 
Treasury. 'lhc change of standard would then be accom¬ 
plished, and there would be an absolute end to all the un¬ 
certainty and losses hitherto experienced. 

47. When the coinage of rupees for individuals is suspended, 
and the currency is procurable only by gold or bills, it will 
rest with the Government of India to lix the rate at which 
bills shall be drawn; and if the Secretary of State issues bills 
at 2s. the rupee or a lower rate to all applicants, the effect 
upon trade and the currency will be precisely the same as if, 
nothing having been done, that same rate of exchange had 
been arrived at in consequence of other circumstances, and 
had become permanent. The rate fixed being 2s. the rupee, or 
less, it would not pay to send gold ; and thus exactly the same 
amount of silver bullion would be sent out to India and 
added to the currency as would be the case under existing 
circumstances at the same rate; the only difference would bo 
that it would be sent by the Secretary of State instead 
of by the merchants (who would take bills instead), and would be 
coined by the Government of India. The quantity so 

would be regulated strictly as at present, by the bala ,cecd tra ^° 
and the amount of funds requisite for the India- expenses. 

48. If the Secretary of State ww t011X tbe rate of excl,a ^S e 

at Is. 11 £d. or less/no g oM would bc takoa to tho Indiali 
Mints for currency purposes, although the standard were 
changed, snd the Mints freely open to receive it.* Trade and 
commerce would be carried on precisel y in the same way as at 

'' * Although no gold would bo brought to the Mints for ordinary currency 

use, there might, nevertheless, ho a considerable quantity brought for coinage 
on other grounds. India imports more than four millions sterling of gold 
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present, with the very great and important advantage of a per¬ 
manently fixed and reliable rate of exchange. 


Council Bills and the Exchange. 

49. Before proceeding to enquire into the difficulties and ob¬ 
jections which to some minds have appeared to stand in the 
way of the proposed plan, it may be useful to say a few words 
more on the subject of the Secretary of State’s, or as they are 
more frequently called, the “Council bills” on India, and their 
influence on tlie currency and exchaugo. 

50. These bills represent that part of the produce of the 
Indian Empire acquired by the Government in the shape 
of taxes, which, like the income of an absentee landlord, 
is sent to England to meet the Homo expenses. If the 
Government, of India were to buy the produce in the mar¬ 
kets there, and send it home to be sold on account of tlie 
Secretary of State, there would be no need of Council bills, 
and no interference with the exchange; hut there would ho an 
interference wilh the markets, and that might at times be 
equally if not much more objectionable. 

51. The Council and private bills were together estimated in 
Parliament at 20 millions sterling annually, arid they offer the 
-v, r... y»c. procuring rupees without delivering silver which is 
the 8taudfa.<l of their value, but, instead of it, pounds shillings 
and ponce that is, virtually, by the delivery of gold. 
One is almost -noted to say that India suffers from a 
double standard, because it is that the currency can be 
obtained by tlie delivery of either silver or gold ; and such 
would-be the case if bills could be freely claimed as a right, to 


annually for hoarding and ornaments, and it is not unlikely that part this 
and of the immense hoard already in India, would bo brought to the Mint, the 
charge being so low as ono-sixth por cent, plus retiuage. Gold might also bo 
corned at first for sale in tlie bazaars, if the coins commanded a sufficient 
u agio.” 
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an indefinite extent, at a fixed rate of exchange ; for then the 
Indian currency would he obtainable by the alternative 
surrender of given quantities of either silver or gold, and the 
two would compete against one another. 

52. But it is not so ; and the double standard does not exist; 
because, owing to the circumstances of the case, it is absolutely 
indispensable that a large part of the surplus exports must 
every year be paid for by tho gold-bought rupees, and the 
Secretary of State is therefore compelled to modify and reduce 
the price of his bills, that is the quantity of gold asked for the 
rupee, so as to keep the bills at all times cheaper than the 
silver price ; the result of which is that silver remains the 
regulator of value. 

53. But, supposing the alternative of the silver delivered for 
the rupee were altogether withdrawn, and that the Council bil ls 
engrossed and paid for the whole ot the surplus exports fiom 
India, and that the Indian currency were procurable only by 
Council bills—that is, virtually, by the delivery of gold—then it 
is evident that the value of the rupees brought in to tho currency 
would depend upon the number of ounces of gold, or tho price 
in pounds, shillings and pence, paid for a number of them, that 
is, upon the rate of exchange; and, in like manner, when 
the coinage of silver is stopped, whatever may be the rate ot 
exchange, gold, aud gold only, becomes the regulator of the 
value of the Indian currency, for the time being. 

54. For instance, if the coinage of silver were stopped, and tho 
rate at which the Council hills were sold was Is. 8d. the 
rupee, (and this rate could not be changed except by tiro 
option of the Secretary of State, there being no other way of 
obtaining the currency)-, the effect would he tho same as 
establishing tho standard of 10-273 grains of gold for the 
rupee ; and this would continue indefinitely, the standard 
being changed from 180 grains of standard silver to 10-273 
grains of ttandord gold. 
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55. In these circumstances the Council bills would constitute 
and bring iuto operation a new standard of valuation of the 
Indian currency, there being no other ; and this value of 
the new standard would depend upon and be fixed by the rate 
of exchange. It remains, therefore, only to enquire what that 
rate ought to he, in order to interfere as little as possible noth 
the former normal scale of prices, and restore matters to what 
they were previous to the commencement of the present dis¬ 
order. This will be investigated more fully hereafter.* In the 
mean time, I may here say that there can ho no doubt that the 
proper rate is 2s. the rupee. 

56. It is important further to notice the relation between the 
Council hills and tlio price of gold in India. It may he ob¬ 
served that when in Calcutta a demand bill on London produces 
one rupee for each Is. 8d., a sovereign which is of equal or more 
value to a traveller, would be worth 12 rupees. If, on another 
occasion, the demand bill were at such a rate as to give 2s. 6d. for 
each rupee, a sovereign would be only worth 8 rupees. In like 
manner the price of gold bullion which, subject to the charges 
of transmission, represents English money, varies in the Indian 
market with the piice of English money in the shape of bills. 


Difficulties and Objections 


57. The main proposals above described were submitted for 
approval two years ago, and since then. I have taken great 
piains to discover every objection which can be fairly 
brought, against them; hut none have been adduced which, 
appear to he of real importance. It is true that innumer¬ 
able doubts have been suggested upon a variety of topics 
connected with them, hut they are in most eases the 
misgivings of persons imperfectly acquainted with the princi¬ 
ples of monetary science, or of the peculiarities of the Indian 
currency and exchange. 


* Vide page 41, paras. 107 to 110. 





58. In regard to a number of these objections, full explana- 
nations and answers were printed in three essays, which were 
submitted to the Secretary of State in Council, and ucie 
afterwards published hy Mr. Effingham Wilson, of the Royal 
Exchange,under the title of “Silver, and the Indian Exchanges. 
The object of the publication was to elicit, as far as possible, any 
further objections; to which, and especially to lour by the late 
Editor of the “Economist,” answers were printed in a fourth 
and liftli essays, and submitted to the Secretary of State. 
These were not published; but they may bo procured by 
any gentleman possessing the published essays, and anxious to 
peruse them, On the present occasion, as it would be almost 
an endless task to endeavour to remove all the doubts which 
may possibly be suggested, I shall confine myself to a notice of 
those only which are likely to occur to gentlemen not unac¬ 
quainted with economic science, of which a brief explanation 
will he given, whether they have been answered before or not. 

59 . The first explanation will have reference to the doubt as to 
the expediency of allowing rupees to circulate at what is called 
an “ artificial value; ” to which precedence will bo given, nob 
merely because it is a deeply-rooted feeling entertained by 
many persons otherwise well informed, but because the investi¬ 
gation of principles necessary for its elucidation will he of great 
use in the consideration of other points requiring attention. It 
will be shown that the value of the rupees in the home markets 
will continue to ho as unquestioned and real as it now is, and 
always has been; and, in fact, that the measures proposed 
are the only means of preventing their value from becoming 
degraded. 

2 ndly. It will bo proved that there is no breach of faith 
or injustice in the proposed measures; but that, on the 
contrary, the only injustice consists in allowing the continuance 
of the present state of things. 

jJjfdly. The explanation will be afforded that, although a 


currency of gold coins is by no means an indispensable accom¬ 
paniment of a gold standard, yet that by the proposed measures. 
India may be supplied in that respect to a sufficient extent, to 
the great advantage both of her internal and foreign trade, 
without producing the slightest alteration in the distribution of 
the precious metals throughout the world. 

4thly. The reasons will be stated necessitating the adjust¬ 
ment of the rate of exchange to two shillings per rupee. 

Sthly A few remarks will he made respecting the dangers 
of forgery and unlawful coinage. 

00 . Beyond these explanations no more av ill be attempted, 
except a few brief remarks as to the supposed vast expense of 
a change of standard, the confusion attending it, and the losses 
which it might occasion to individuals. 


On Artificial value, and the true basis or value in 

A CURRENCY. 

01 . This important objection springs from a theory of tbo 
value of money, and it3 use in exchange, which will be seen to 
require some modification when closely investigated. The 
theory has been stated as follows, “ Tho metal of every legal 
currency does its work as a commodity, by means of its value 
in the metal market. A sale for metallic money is an exchange 
by pure barter of two commodities of equal supposed value. 
It is absolutely impossible to give any intelligible and conceiv¬ 
able explanation of metallic currency, except upon the percep¬ 
tion of this nature of the action of money.” 

G2. What is wanting hero is the rationale of tho process by 
which tho two commodities are “ supposed ” to be equal in 
value. In other words, an explanation of the way in which 
gold acts as a measure of the value of other commodities. 

03. Here, it is necessary to point out, that when we speak of 
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gold as the standard of value in England, and silver of that in 
India, these statements, though generally correct in the sense 
understood, are not more scientifically exact than would he the 
assertion that tho pendulum is the standard of length in 
England; which it is in the same sense and degree. It would 
bo more precise to say that it is not gold, hut tho value of 
gold wliicd) is the measure of other values. 

64. We are all aware that the Legislature has specified a cer¬ 
tain exact quantity of gold which is established as the unit of our 
monetary system, namely, the pound sterling, represented by 
the sovereign, containing 123.274 grains of standard fine¬ 
ness ; but, then, the question arises, How is tho comparison 
brought about between these coins and commodities of all 
kinds r How is the price of each article fixed, according to 
the scale of our currency ? Or, in other words, how is tho 
market value of our currency adjusted t6 the value of all other 
articles ? 

05. Tho answer to this is, that there is a constant struggle 
between the buyers and sellers of commodities, the one to buy 
as cheap, and tho other to sell as dear as lie can;« and that the 
value, and consequently the price of any article, depends upon 
the proportion of the supply of it lo the effective demand. 

06. With all freely produced commodities for which there is 
au effective demand, the competition of sellers, by constantly 
increasing tho supply, lowers the price to the cost of production, 
plus a fair profit. And tire value of the instruments of exchange, 
or “ circulating medium,” is fixed in like manner. There is 
a constant and universal demand for them, and a continuous 

supply; but it is a supply leading to accumulation; conse¬ 
quently, the bulk of the currency is always on the increase, 
until, “ Ctelerisparibus,” its proportion to the demand becomes 


* Maclcod’s principles of Economical Philosophy, Vol. I., p. 617. 
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so large, and its value, compared with commodities, so small, 
that it fails to afford the necessary moderate profit; and it, 
accordingly, ceases to he supplied; the gold on which if is based 
being carried elsewhere. 

07. .i insert the words “ cat ter is paribus” in order to intercept 
the objection that it is not merely the hulk of the currency 
which affects prices, but also many other things; which is 
quite true; hut, although the latter may modify the action, 
they do not invalidate the principles referred to. 

68 . One main principle is, that when the cost of procuring 
the circulating medium of a nation is so great as to leave little 
or no profit to the parties who would otherwise supply it, the 
currency may be said to be, for the time, “ saturated ; and, 
apart from disturbing causes, prices would be steady at . the 
rates established. 

69. In like manner, when the precious metals are poured into 
all the markets of the world, they accumulate till the rise of 
prices forbids their further production. In regard to particular 
countries, the stream of supply from the mines ceases as soon 
as prices in general have risen so high that the labour and 
capital necessary to produce the precious metal to pay for the 
currency, and by means of it for commodities, is equal to that 
required to procure the commodities themselves, or to pay for 
them elsewhere. In Great Britain, for example, the value of' our 
currency in exchange for commodities depends upon, and is regu¬ 
lated by the expense of procuring the gold necessary to obtain 
the sovereign. It is a self-acting operation, automatically 
regulating prices, or, in other words, the value of the currency. 

70 . It is important to notice, that it is not in reality essential 
to the local value that the gold should be put into the sove¬ 
reigns. They would he worth the same, and settle down with the 
same tariff of prices, so long as it required the sacrifice of the same 
quantity of gold to ^-ocuvo the pound sterling, whether the 
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sovereigns contained it or not. Li the coins were merely inimi¬ 
table tokens made of somewhat inferior metal, provided they 
could not be procured by any possibility at a cheaper rate than by 
the sacrifice of the full quantity of gold, they would accumulate 
to the same point of “ saturation,”* establish the same prices, 
and be of the same value in exchange, within this country where 
they are legal tender , as the true sovereigns. 

71. I must hero mention that throughout this paper I endea¬ 
vour to avoid repetition by not adverting at all, except in answer 
to an objection on that ground, to the risks of forgery and frau¬ 
dulent coinage.! They are, to a certain extent, serious, and 
deserving of attention; but the difficulty is one of practical 
administration, not of theoretical discussion ; and it would cause 
a perpetual interruption to be obliged to notice them in every 
case. 

72. The point which I am anxious to insist upon note is, that 
a legal tender currency, entering into the home market with 
commodities, has the same basis of local value in exchange that 
the commodities have, namely the cost of production, irrespec¬ 
tive of the value of the materials of which it may be composed, of 
which value, indeed, the public know little or nothing; and this a 
value quite as real as that of any commodity; tlio currency 
being assumed to have arrived at the point of “saturation” as 
above explained; the instruments of exchange being supplied at 
a minimum of profit, and commodities at such prices as they 
command, subject to competition. Stated iu other words, the 
proposition is, that a legal tender currency has a value in ex¬ 
change which is not necessarily identical with the value of the 
materials of which it is composed, but which is based on the 
necessity, in the present day, for the use of money, and the 
amount of sacrifice unavoidable to procure it 


* Vi do para. 68 supra. 

t Bee page 42, paras. Ill and 112; also Essay V. Vide para. 58. 
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73. In the above remarks I except the case of a redun¬ 
dancy oi the circulating medium, to which every kind of cur¬ 
rency is liable; and which, in an old established country like 
England, subject to the vicissitudes of an extensive commerce, 
might undoubtedly take place, were it not protected by the 
self-acting remedy instantly brought into play when part of the 
currency consists of full valued gold coins, by their being melted 
and sent abroad. Such a congestion of the currency, however, 
could not take place xn India for the next half century, for her 
currency never ceases to require constant and large additions; 
and the rapid development of her commerce, by the measures 
now being taken to extend and open up her communications, 
cannot fail to cause its prodigious expansion, and further in¬ 
creased demands for circulating medium, as time rolls on. 

74. TV hen the currency Is based on gold, and there are no gold 
coins, the remedy for congestion is that pointed out by the Into 
Mr. Uicardo, namely, the purchase and export of gold bullion 
.But, as I have shown in another part of this paper,* if a gold 
standard were adopted for India, and the mints open for its 
coinage, there could not fail to be an abundance of gold coins 
for such a purpose, besides an enormous stock of gold bullion; 
should it by any possibility be required, under any circum¬ 
stances. 

75. When persons speak of “ artificial value,” they confound 
the value of the currency with the value of the material of 
which it is composed; and when they scout the very idea of 
using token coins as the currency of a country, they have in 
their mi .ids the well known dangers of depreciation of notes 
issued “ ad libitum ” or without a proper fixed limit; and for¬ 
get the essential difference of a currency based on gold, and 
issued only and exclusively in exchange for it. 

70. From the foregoing it will be perceived that the value of a 


* Vide pages 37 to 41. 
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currency in tlxc homo market is regulated, like that of all other 
articles, by the demand and supply; and that it is limited and 
fixed by the cost of production of the commodity given for the 
currency, whether the latter perform its functions and circulate 
from hand to hand in the shape of full weight coins, or of more 
or less weighty tokens. Even full weight coins, within the 
limits of the country where they circulate as legal tender, do 
not do so altogether as commodities, but more as tokens repre¬ 
senting values according to the tariff ot prices, whatever their 
own individual worth may be outside their legal sphere. 
Rupees in India have always circulated at a value 2£ per cent., 
and are now (January, 1878) at 12 per cent, above their 
metallic worth; and the same is true, to a small extent, even 
in regard to sovereigns in England, which circulate somewhat 
above their reputed, and still more above their metallic worth. 

77. To return to the method of comparing the value of the cur- 
renev with goods, we may say that, although it is quite true that 
in making a purchase for money we do virtually barter gold 
or a legal claim to gold for the article bought; and in uncivilised 
countries the actual and bodily transfer of the precious metal 
is the whole history and rationale of the transaction; yet in 
England, at the present time, it is hardly correct to say that 
when & man engages to pay so many pounds sterling he 
“ barters ” so much gold, as a commodity, against goods. There 
is not one man in a hundred who knows how many grains of 
gold constitute a pound sterling, or what the cost of gold 
is per ounce, or what the value of the ounce is, as compared with 
commodities. From my point of view, it seems to be absurd to 
say that a young lady purchasing a dress “barters” the gold 
contained in her sovereigns against the articles she buys, when 
neither she nor the shopkeeper has the least knowledge of the 
value of gold, nor of the sovereign; except as being the “ pound 
sterling ” of the currency, whose relation to the tariff of prices 
they are both familiar with. 
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78. It may, indeed, perhaps be said that, in England at all 
events, most people do know the value of gold, and that it has a 
precise value of £3.17s. 9d. per standard ounce. This, however, 
is a mistake—i;0. 17s. 9d. is not the value , but the price of 
gold. It, in fact, indicates net the value of gold, but the value 
of our currency, and shows that 933 pence of the currency 
avo of the same value as one ounce of standard gold, whatever 
that may he. 

79. It may perhaps be said all this is very true, and, confining 
ourselves strictly within the limits to which the legal tender 
applies, it may indeed be the fact that even a syst em of counters 
would he of the same use as coins of metallic value; hut the 
question is, what then becomes of the external trade? and how 
is it possible to expect that foreigners will give their goods 
in exchange for tokens of no use whatever to them ? 

80. This objection would be completely met if the tokens 
were by law exchangeable at the mint for gold bullion 
at par, for export; but, independently of this, the answer 
is, that even mere tokens, if founded on a specific basis 
of gold, and not redundant , are as valuable, locally, as 
notes payable on demand, based on the same gold. This 
may no doubt be hotly disputed, but if the conditions of the 
case be fully considered, it will bo seen to be correct. The hy¬ 
pothesis is that the tokens are procurable in no other way except 
by the surrender of the full value of gold, and it is evi¬ 
dent they will he supplied only so long as it pays to do so. 
In other words, the tokens will bo. supplied only so long 
as they will purchase in the market the full equivalent 
of the cost paid for them, in all articles, including gold 
bullion; and there is no subsequent redundancy. Conse¬ 
quently, the price of gold must he the same as that paid for 
the tokens, and they may at any time be exchanged for gold 
bullion at par. This remark would apply even to paper notes 
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issued on deposit of gold; and “a fortiori ’’ to rupees issued 
only for full value of gold, and besides that, containing nine- 
tenths of that value’in. silver.* 

81. The above remarks are intended to meet the objection 
which might be raised against using “tokens” as the sole cur¬ 
rency of a country, without any assistance from a dominant 
gold coinage; hut, as I have just stated, and shall presently 
show more fully,! there would certainly he no want of a 
sufficient gold currency in India, under my plan; and that 
without the slightest disturbance of the present and future dis¬ 
tribution of the precious metals throughout the world. 


On Breach or Eaith, and Alleged Injustice to the 
Natives or India. 


82. In the former part of this paper the endeavour is made to 
establish the principle that the currency of a country does not 



* The principle nbovo contended for is not unimportant, for it follows from 
it that, wore it not for the sentimental prejudice which prevents the use in 
England of bank notes inconvertible except into bullion for export, and if the 
nation could bo persuaded to forego tho use of a gold currency for sixty or seventy 
years, tho capital released by that sacrifice, after setting aside an ample reserve 
of bullion for export, would redeem a very considerable part of our national 
debt, without a farthing’s expense to any one, or the least disturbance of the 
home tariff of prices and the foreign exchanges. It is worthy of consideration 
whether tho removal of such a burthen from tho springs of our industiy would 
not bo of considerable importance hereafter in tho lifo and death struggle in 
whieh we shall compete with tho manufactures of foreign nations. Tho same 
principle also leads to a solution of the “Double Standard” problem; because 
it show s that a silver currency, purchased only by gold, may be of identical 
vftluo in tho local market with a gold currency. — Vide note page 46. 

t Vide pages 37 to 41. 
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measure values iu the way generally supposed, namely, by 
comparison of the actual intrinsic worth of the individual cur¬ 
rent instruments of exchange, if they are “legal tender,” but 
in a different way altogether; namely, by the abundance or 
scarcity of them, in comparison with the demand ; the supply 
being limited by the cost of their production, and the value of 
the currency being shown by the scale of prices, which it in¬ 
sensibly establishes. Hence, the circulating medium might be 
preserved at an uniform value, depending upon the cost 
necessary to procure it, as indicated by the scale of prices, 
although the individual pieces were in reality more or less 
defective in metallic value; and if tbo cost of procuring the 
currency.were maintained uniform, the value of the currency 
and the scale of prices would be uniform also; consequently 
the mere material of which the currency is formed is, 
comparatively, of no importance, and there could be no breach 
ol faith in changing it. It may bo stated, too, that a large 
pm*t of the Indian currency is at present annually procured by 
the delivery oi gold in the purchase of bills, and a much smaller 
part by the delivery of silver. The proportions are varied 
according to circumstances, but as the purchases made of the 
currency are at the same cost, whether by silver or gold, 
it is obviously immaterial to the public which mode of 
admission is made use of. Besides which, if there ho any breach 
of faith in the matter, it might have been asserted long ago. 
The truth is, that if the cost of procuring the rupees he kept 
strictly unchanged, no injury or breach of faith could bo per¬ 
petrated, but, on the contrary, great benefit gained by the 
mercantile community; the payment for them being made 
always by one metal at a fixed rate, instead of by two metals 
alternately, at varying rates. 

83. On this subject the late Lord Sandhurst, then Sir W. 
Mansfield, wrote in his Minute of the 8th March, 1861:—“ If, 
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on the contrary, the convenience of the community bo increased 
by a change in the currency machinery, as caused by a superior 
portability and economy, it is indeed idle to maintain that there 
is even a semblance of breach of faith with the public creditor.” 
The following remark was also made by the late Mr. G. 
Arbuthnot, of Her Majesty’s Treasury, who was consulted upon 
this question :—“ And it would be a pedantic subserviency to 
regulation to.maintain that a debt contracted for a payment in 
silver should nevor be discharged by its equivalent at any given 
period in gold.” Dr. Nassau Lees, also, in his “ Drain of Silver 
to the East,” writes as follows:—“ It would be absurd and 
ridiculous to lay it down as a maxim, that governments who 
considered it wise to maintain a single standard could not, 
however beneficial it might he to the country and the people, 
change that standard without being accused of an intention to 
defraud their creditors and to break faith with the public.” 

84. I will now proceed to consider the question as to the 
injustice done to the natives of India, by the rectification 
of the currency and preserving to rupees, as tokens, a value in ex¬ 
change superior to their metallic value in the markets of the 
world. Gentlemen who make this objection sometimes say that 
the Government of India have solemnly declared by legislative 
enactment that the Indian rupee shall consist of 165 grains of 
pure silver and 15 grains of alloy, and that to change the stan¬ 
dard, and declare that the rupee shall consist of any given 
quantity of gold, is to inflict a hardship and grievance not to he 
spoken of. The mistake here lies in the supposition that to 
change the standard from silver to gold would require that all 
payments should henceforth l>c made in gold. But this is not 
the case ; all that is necessary is that the payments should he 
made in a currency regulated in value by gold. It is forgotten 
that according to the proposal, the rupee will still be constituted 
precisely as at present,according to law; that there will not be 
the slightest change in it, and that a creditor who claims a debt 
of 1,000 rupees, will receive precisely as many grains of silver 
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as he would under existing arrangements ; and these too of 
their full present value, in exchange for commodities, instead of 
depreciated rupees, which ho will be compelled to take if the 
proposed plans bo not adopted. 

85. But, it is urged, a man has made a contract to pay, and 
another to receive so many grains of silver. Both have equally 
agreed to take their chance of a rise or fall in the value of the 
metal, and now that it has very decidedly changed in favour of 
one of them, you (the government) step in to prevent his gain¬ 
ing the advantage, and thereby do him a great injury and 
injustice. 

S(S. This complaint is founded on a misconception which it is 
very important to clear up. When 't is said a man makes 
a bargain, of rupees, to receive so many times 165 grains of 
pure silver, the statement appears to me to be a mistake as 
to fact. There is not one man in a hundred who hnows when he 
makes a contract in rupees, how many grains of silver he has to 
receive for each rupee. If it bo true, as I venture to assert, 
that in ninety-nine cases out of a hundred, parties entering 
into contracts expressed in rupees do so, estimating them not 
by their weight and value as metal, but as factors in the 
scale of prices, and trusting that they will continue to hold 
the same place in that scale at the end as at the beginning 
of their contract; then I would ask whether, as a mere 
matter of justice, it is proper that the Government, the only 
power competent and capable of preventing the wrong, should 
stand by and allow one party to make a profit he has not 
earned, and the other to incur a loss he has not deserved, 
to tho ruin and confusion of all legitimate trade, on the 
ground that it would be improper to interfere. 

87. It is sometimes put,, that it would be improper for the 
Government to interfere so as to prevent the ryot from ob¬ 
taining the extra price for his goods, which, by exporting 
them to Europe in the existing state of things he is now 
able to do. f But this opinion is founded upon a mistake. 


88 . The reports o£ the .Bengal and Bombay Chambers of 
Commerce, show that up to March, 1877, there was no 
material rise in the prices paid to the producers. They stato 
that profits were, indeed, made in consequence of the abnormal 
state of the exchanges by middlemen, whose gains, I may 
remark, though in the present state of the law, by no means 
illegal or improper, are nevertheless exactly similar in kind to 
those of persons issuing debased coins. The present law 
enables any one to take cheap silver to the mint, to have it 
coined, and to deluge the currency with rupees cheaper than 
those now in circulation. A process which they may continue 
for years, unless stopped, until the whole currency is depre¬ 
ciated to the lower level. To sanction this process by non¬ 
interference is to sanction the degradation of the currency, 
aud loss to the holders of it of the value of 1G6 millions s< erling ; 
besides injury to the rupee creditors of the Government in the 
same proportion. It must ho added, that it is only when it 
lias been so degraded that the ryot will receive an extra price 
for his produce ; and when he does so, his extra price, though 
nominally greater, will have no more purchasing power than 
the smaller one. 

89. It cannot surely be claimed as a matter of “justice’ that 
the universal desire of the whole native population of India for 
the restoration of the gold currency* should be refused ; or that 
they should be denied the incalculable advantage, in an urgent 
monetary crisis, of the power to turn to immediate account the 
150 millions sterling worth of gold bullion and coins now lying 
dormant and incapable of ready use, besides being subject to 
heavy risks from the constant fluctuations of its market value. 

90. Justice can never be infringed by doing one’s duty. 

* The following oxtract is from the 2 Uh paragraph of tho Eeport of the 
Commission appointed to enquire into tho subject. Ordered by the House of 
Commons to be print* <1 ICth Murch, 1868. “4th. That the demand for gold 

currency is unanimous throughout tho country.” 
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It. may be, by neglecting it. It is impossible that any 
other power, except the Government, could interfere to 
prevent the terrible losses and misfortunes which have 
occurred within the last few years, owing to the lamentable 
unfitness of silver to be the standard ol: value to a country 
having tho vast, and daily increasing commercial transactions 
India now has with Europe, and England the settling mart 
of tho world. Upon no one, therefore, does tho responsibility 
rest, but upon the Government of India; and to neglect it 
cannot be spoken of as an act of justice, but the contrary. 

91. The following extract from an article in the Calcutta 
Review, No. 125, of July, 1876, page 78, illustrates the injustice 
of the inaction of tho Government, from another point of view. 

« r or this loss to the country, the Government, which gives the exporter 
carte blanche to have his silver stamped with what has become an artificm 
value, without exacting from him any equivalent for tho addition, is 

responsible, . , ,, 

“Now it must strike most persons as a very serious question, whether, on 
e-rounds of public justice, tho Government is not thus guilty of a grave wrong. 
The rupee having,' by an*accident, been rendered much more valuable than the 
MS £ it ™0d bo without the Go.ernmont «a»p, 
mont stamp becomes, ipso facto, a trust hold by the Government on helm f 
the peoplof which trust it is virtually robbery ot tho people to betray. ^ 1 ‘ „ 
Womo in effect, *n order for the surrender of a certain amount of produce 
without any equivalent return: and to give away that order to anyone for 
the asking, is simply to give him a license to plunder the people to whom the 
order is addressed.” 

92. It is stated by way of excuse, that matters, if left alone, 
will right, themselves in duo time; and this was predicted by 
high authority as tho result of the action of economic laws. 
This may or may not he the case; but if it were, it would he 
not by the operation of ecomomic laws, but by the legislative 
action of foreign nations. 

93 . But even admitting this were likely to occur, it would 
not in the least degree remove tho inherent evil and mischief 
which has been the cause of all the misfortune and ruin wo have 
witnessed ; namely, the difference of the standards of value of 
England and India, coupled with the uncontrolled use of the 
Indian mints; and although its effects may perhaps be some- 
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what abated for a time, owing to the recent legislation of the 
American Congress, yet the causes still remain, keeping 
the exchange the constant sport of events, and ready to 
reproduce all the distress and misery on the first occasion. 
It is impossible, however, that India can bo kept very long 
without a gold standard ancl currency; and to lose the 
present very exceptional opportunity of initiating that most 
important change, and at the sarno time of removing the 
flagrant evil of the different standards, when it can be done 
without loss or disturbance, would be a folly and an injustice 
to our fellow subjects of the Indian Empire which history will 
not fail to notice with wonder and disappointment. 


As TO INTERFERENCE WITH THE NATURAL DISTRIBUTION OR 

the Precious Metals. 

94. It has been said that as there is only a certain amount of 
gold and silver produced in the world, and as the adoption of a 
gold currency in India would to a certain extent take from the 
general supply of gold, and thus tend to increase its value, and 
diminish that of silver, it would ho an impolitic proceeding 
for a Government whose revenues are paid in silver to lend 
itself to measures which would have the effect of seriously 
impairing its value. 

95. This is a very natural misgiving on the part of a Statesman 
responsible for the safety of the Indian income , but the case 
may bo stated with equal or more truth, so as to lead to a 
very different, and indeed, opposite conclusion. 

9G. In the first place it may bo observed, that the Indian 
revenues were originally fixed, and are now payable in 
“rupees” of a certain definite value, and that that value is 
threatened with a very heavy decline. That, instead of its 
being impolitic to adopt the measures proposed, which are de¬ 
signed to securely fix and maintain the present purchasing 
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power of the rupees, it would be in every respect unwise to 
run the risk of their permanent degradation; and, besides 
this, that the premises of the objection are untrue, for that the 
measures proposed would in no respect cause any special ab¬ 
straction from the supplies of gold to the rest of the world 
but, if properly carried out, would produce not the slightest 
interference with the ordinary distribution of the precious 
metals. 

97. As this point is of importance, and, prima facie, may 
appear to be incompatible with the provision of a gold currency 
for India, it is necessary to remind you that, as before shewn, a 
gold currency is not an indispensable accompaniment of a gold 
standard, and that tokens purchasable only with gold would be 
steadily worth in the local market the gold paid lor them ; so that, 
even if the mints were not allowed to rceoive and coin gold to 
meet the constant necessary increase of the currency; but if this 
were effected by the coinage of silver, as at present, on account 
of merchants, but through the agency of the Government, at a 
fixed gold price; all the advantages of an absolute steadiness 
of the exchange, and maintenance of the full value of the rupee 
would be secured, although the automatic introduction of the 
gold coins might he suspended. 

98. But in the mean time we have to consider whether the 
gold bullion and native and foreign gold pieces already in store in 
India would no.t be largely brought to the mints for conversion 
into coins, if the latter wore recognised by law, and available 
as legal tender for the payment of debts. Ton years ago, Colonel 
Ballard, mint master of Her Majesty’s mint, Bombay, reckoned 
the quantity of gold bullion in India at 120 millions sterling; and 
tlve quantity absorbed since then, that is, the excess of imports 
over e xports, has been considerably more than four millions ster¬ 
ling per annum. Hence the quantity of gold now in India may 
he moderately estimated at 150 or 160 millions sterling ; and by¬ 
way of showing the certainty of a large proportion being brought 
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to the mints for coinage, the following passages from some re¬ 
marks published by Colonel Ballard in 1868 may bo quoted:— 

99. “ This gold should at least form a reserve in a monetary crisis; but it is 
just at the time of a monetary crisis that it becomes useless, because it is 
neither monoy, nor available for ooiweifeton iuto money at th mints. Sove¬ 
reigns and gold bars a vo used in. many districts for circulation and t > adjust 
accounts; this answers well in easy times. If the owner of gold requires 
money, ho cau sell it for rupees. But the more a district has trusted to gold 
as a circulating medium, the more severe will bo tho effects of a monetary 
crisis. Then every one desires to soil his gold, and finds that there are no 
buyers. In almost all other countries the gold could be readily turned into 
money at the mint. In India this resource is not available.” 

100. “ In 1865 (and on other occasions) when tho rafco of interest was ton. to 
Efteoa per cent., and exchange more than ton. per cent, above par, there must 
have been a store of gold amounting to at least throe, perhaps to six, millions 
sterling, available for coinage within a two days’ journey from tho Mint, where 
it could have been coined in a week. I am not speaking of gold ornaments, but 
of sovereigns and gold bars, and hoarded gold, held as a reserve of wealth 
which would immediately have boon brought out to take advantage of tho high 
value of money, and have given great relief to commerce by reducing the rates 
of interest and exchange. The monthly imports of gold sometime reach half- 
a-million sterling, and when money is scarce, could be disposed of to the 
greatest advantage by being* passed through the Mint,” 

101. With so large an. amount as 150 or 160 millions value 
already in India, and comparatively useless, as shown by Colonel, 
now General, Ballard, it cannot surely be an exaggerated 
expectation to assume that a proportion of this to the amount 
of, say 30 or 40 millions, would certainly bo coined; more es¬ 
pecially if tho present high charge of twenty .shillings for every 
hundred pieces, be reduced, as proposed, to 3s. 4d. In addition 
to tho gold coins so obtained, there would be tho very large 
number of sovereigns already circulating in India, which have 
been officially estimated to be as many as ten millions. 

102 . In the present circumstances of India, and considering 
how very largo a proportion of the transactions are on a very 
small scale, it appears likely that a gold currency of 30 or 40 
millions of 10 rupees pieces may be as many as would be 
required for the convenience of trade ; but in addition to this 
there is tho annual supply of gold absorbed by the country, 
over and above , and quite independent of the b :\lance of trade 
paid in silver; which gold, whether coined or not, must neees- 
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sarily bo absorbed by India, according to the existing state of 
things, and which it is next to a certainty will be carried to Use 
Mint. This increasing supply of gold is the index, and effect of 


the growing prosperity of the country; and as lately remarked by 
1 roiessor Jevons, “ To attempt to arrest progressive changes of 
this kind, is vain striving against Providence.” The following 
statement shows conclusively its necessary continuance, and 
its certain increase. 


103. In the eight years from 1835-0 
absorption of gold by India was* * ... 

In the 10 years from 1842-3 to 1S52-3 .. 

Do. do. 1852-3 to 1862-3 .. 

Do. do. 1862-3 to 1872-3 .. 


to 1842-3, the total 
... £ 2 , 180,176 


£9,606,283 

34,149,102 

52,403,967 


Total in 38 years .£98,339,528 

104. The abovo represents the amount of gold which, whether 
we will or not comes into India, and will continue to do so, 
quite irrespective of any alteration in our currency arrange¬ 
ments ; and few who examine it witli attention will doubt that 
with a basis however small to begin with, India would in the 
course of a few years have as large a supply of gold coins as she 
could have any occasion for, without any alteration whatever of 
the existing, so to say, natural distribution of the precious 
metals. 

105. But it may be necessary to shew, not only as above that 
the required gold currency for India may be procured without 
any alteration of the existing distribution of the precious metals 
throughout the various countries of the world, but also that it 
certainly will be so supplied. Or rather, if it should he thought 
of importance to prevent the possibility of such interference, 
to enquire what measures can be taken to provide that it 
does not take place in the slightest degree. 

106. Th e ans wer to this question is that the tendering of gold 

* Miscellaneous Statistics relating to the Kuance^ol‘ BritoiTlndii 
tor 18 1 5, Account. No. 
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to the mints, and the choice between Council bills and gold 
as means of procuring rupees, wholly depends upon the 
price at which the former can bo obtained. The additions to 
the Indian currency are almost wholly made by the hanks, 
and a few of the wealthiest merchants, and the object invari¬ 
ably is to obtain the currency in the cheapest possible manner. 
According to existing rates there could be no advantage gained 
by sending gold bullion or sovereigns from London or Australia 
to India iu return for produce sent to Europe, instead of pur¬ 
chasing telegraphic transfers at 2s. the rupee ; but, if under 
certain conditions, any slight benefit were to bo had, this would 
be at once put a stop to by reducing the price of the bills to 
ls.ll|d., or, in an extreme case, to Is. Ilf d. per rupee. It would, 
therefore, rest entirely with the Indian Government, if it were 
thought necessary to prevent the possibility of any disturbance 
of the distribution of the precious metals throughout the world, 
owing to gold being brought to India for currency purposes, 
to take no other step than that of reducing the price of the bills 
accordingly. 


Tiie Rate of Exchange. 

107. A few words have now to be said as to the proper rate of 
valuation of the rupee as compared with gold, and I would begin 
by remarking that no other ratio than 2s. the rupee can possibly 
he chosen. The advantages of it are so great that even if it 
required some little distortion of the true value to bring it 
about, it would be a never ending reproach to our Statesmen ii 
they were to adopt any other. 

108. For, in the first place, it must he remembered that in so 
far as commerce is concerned, it is absolutely unimportant what 
rate is fixed. After due notice commerce would adapt itself to 
any rate without inconvenience ; so long as when once settled it 
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was not liable to sudden fluctuations. Secondly, it will be 
allowed that in order to rectify the great disturbance which has 
t-aken place in the currency, it would bo indispensible to restore 
it t o what it was on the average before the disturbance began, 
that is to the average value which it possessed previous and 
up to 1873. 

109. .Now,if weexamine the Statement, No. 164, given with the 
miscellaneous statistics relating to the Finances of India, Part 3, 
1875, we shall find that for the 20 years preceding 1873 the aver¬ 
age rate of tho Council hills, after allowing for the 00 days’ 
discount in India, was a trifle above 2s. the rupee ; and if the 
enquiry be extended further hack, the rate would be much 
higher. 

110 We have, therefore, not only the propriety and incal¬ 
culable convenience of the proposed rate of 2s. the rupee to 
plead in its favour, but also the inexorable claims of justice to 
be attended to in making a full reparation of the damage caused 
by the accidental events of the past few years; and the further 
obligation to guard the interests of the native taxpayers, by 
keeping up the full value in the markets of tho world of the 
contributions levied from them. 


Forgery and Unlawful Coinage, 


111. This objection lias been very fully treated in the Fifth 
Essay above referred to*, and it will therefore bo only slightly 
noticed here. As regards the imitation of good rupees in base 
metal, which is the ordinary form of fraud on the coin; it must be 
remembered that the temptation to this has always existed, and 
will not be at all increased. But although it is comparatively 
easy, no difficulty has been experienced on account of it 
hitherto. In regard to tho unlawful coinage of good rupees 
from standard metal, it must be explained that this is a very 
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difficult operation, and is purposely made so, as will be under¬ 
stood when it is stated that the “ blanks ” or discs of metal from 
which the rupees are stamped arelessthanone-sixteenth of aninc.i 
thick, and fromthis thin plate of tough metal the raised intaglio 
of the Queen’s head on the obverse and the device on the reverse 
have to bo produced by a single blow. The consequence is that 
genuine rupees cannot be manufactured in numbers econo¬ 
mically, without expensive machinery and a large establishment 
of workmen, the cost of which totally forbids the hope of 
profit, unless successfully carried on on a very large scale ; and 
tfce idea of their being so manufactured in India, without the 
knowledge of the Government, is as absurd as the notion that 
a manufactory of steel rails could be worked in secret in the 
highlands of Scotland or in Wales, 

112. As for their being manufactured in Europe or America, 
and smuggled into India, it must be borne in mind that if it were 
possible to any extent, however great, the only barm that could 
come of it would be the loss by the Government of the seignorage 
or gain by coinage, just as they would lose the tax on any other 
smuggled article. There would bo no other inconvenience 
whatever ; and although it, would bo not impossible that now 
and then a few pieces could be unlawfully introduced into India 
if they could be profitably made for the purpose, yet it seems 
ridiculous to suggest the apprehension that such an enterprise 
should be seriously attempted on a large scale, or that any 
notable proportion of the 50 millions of rupee pieces, or 
more than 500 tons in weight, could, year by year, escape 
the vigilance of our Custom House officers at the few ports 
where they could be landed. 


The Costliness or a Gold Currency. 

113. When the Government of India refused the request ol the 
Bengal Chamber of Commerce to close the Mints to the coinage 
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of silver on private account, it was given as tlie opinion of His 
Excellency in Council, that there was nothing in the nature of 
existing circumstances, notwithstanding the inconveniences 
and anxieties they undoubtedly involved, demanding recourse 
to a measure so costly, and of which all the requisite condi¬ 
tions were so uncertain, as the free coinage of gold. 

114. This had reference, doubtless, to the supposed difficulty, 
or rather impracticability, of procuring sufficient gold to form 
an ample currency for the wants of India, thereby in a great 
measure displacing the rupees ; and having in view the highly 
unsatisfactory attendant results of the German measures for 
that purpose, there can be no wonder that not a little hesitation 
was felt before entering upon such an apparently vast and 
critical undertaking. But it may be hoped that the explana¬ 
tions given in an earlier part of this paper* will be sufficient to 
place it beyond doubt that the required change may be effected 
without the smallest outlay. On the contrary, tliat the resto¬ 
ration of the exchange to its normal iiguro of 2s. the rupee 
would be attended with a very large permanent improvement 
of the Indian finances; to the amount of not less, probably 
than a million sterling per annum. 

116. As to the confusion which some have supposed would 
attend the proposed measures, it is very difficult to imagine 
what can he meant; because the only change from the present 
routine would be that merchants and the Banks having oc¬ 
casion to procure the Indian currency, instead of doing so partly 
by purchasing silver bullion and sendiug it out for coinage, and 
partly by the purchase of Council hills, would in future procure 
it by the latter means only. This change would be unobserved 
and unknown to the natives of India, and tho only other 
change, viz., the concession of tho privilege of having their 
gold coined, would ho availed of without any confusion. 

* Vide paras. 35, 47 aud 104. 
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HO. With regard to individual losses, it seems to be hardly 
possible that there could he even the shadow of an excuse for any 
complaint on that score. By a proper allotment of the quantity 
of bills drawn upon the Iudian Treasury, after the coinage of 
silver was suspended, the rise in the rate of exchange would he 
far more gradual than such as might he caused by the resolution 
of a foreign Government to make an extensive use of silver in 
coinage ; and it is unreasonable to suppose that an alteration 
in exchange, which could be brought about with comparative 
suddenness by a foreign State, without affording the slightest 
cause for protest, or claim for compensation, could be objected 
to when carried out at the request of the merchants, and in the 
interests of commerce, with the most patient consideration. 

117. Supposing, however, that there were cases in which it 
was possible to show that an individual had suffered loss by the 
action of the Government, the grant of the most ample com¬ 
pensation would be as nothing in comparison with the advantages 
of establishing the Indian currency on a firm and immovable 
basis. Even half a million sterling disposed of in that way 
would be hut a fraction of the pecuniary gains which would be 
set against it in a short space of time. 


Concluding Remarks. 

118. It only remains to he explained, that the measures which 
have been proposed in the early part of this paper may be brought 
into operation without even the very slightest disturbance or 
excitement; or indeed any alteration, except the gradual raising 
ol the Y n k> m exchange. Also, that they might be adopted 
temporarily, and at any moment abolished, and the present 
system reverted to, if any evil consequence were experienced. 

119. They involve a principle w hich, it is hoped, w ill on full 
consideration be admitted to be correct, viz.: that the value of 
a currency depends upon its cost as a whole, not necessarily on 
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the individual value of the separate pieces. If this be true, 
then the problem, not of the double standard, but of the double 
currency, is solved ; and, in India or elsewhere, a double co-equal 
currency of gold and silver coins, the latter paid for by gold, would 
circulate freely together without inconvenience. * If it be objected 
that occasionally the silver coins would accumulate in single 
hands and be very troublesome, the answer is that that 
is one of the very evils which a gold currency would in a great 
degree correct; and the natives of India, however much they 
might suffer from it, would be no worse otF—indeed, they would be 
very much better off—than they are now. It has been, however, 
proposed hereafter to limit the legal tender of the silver coins ; 
though it would probably not he desirable to restrict them to 
th 3 same extent that they arc in England. 

120. These remarks have now come to a close; and in express¬ 
ing my unfeigned appreciation of the great privilege which has 
been afforded mo of bringing this subject to the notice of the 
Society, I wish to explain that I should not have presumed to 
do so, but for my A ery strong persuasion of its importance. 

121. I have myself not the slightest doubt that every misgiv¬ 
ing and apprehension connected with the suggested remedy will 


* Tiie following illustration will explain tho principle here referred to. 
Suppose (ho British standard and currency had been for generations estab¬ 
lished upon gold, tlio produco of California and all other parts of tlio world 
except Australia, and that suddenly new mines in the latter place were die- 
covered, which produced the metal 25 per cent, cheaper than former supplies; 
that is, th ,t every sovereign could ho had for tho same cost as 15s. formerly, 
hut the actual rato rather variable. Suppose, further, that the Legislature, 
unwilling to aunction o great loss to the holders of property based on previous 
values, were to pass a law putting a vnrinblo tax on the export of gold from 
Australia, equal at all times to the difference between its cost, and that of.the 
gold of the rest of tho world ; the effect would bo that tho British sovereigns 
so obtained would be constantly regnlntod in value by that of the older 
sovereigns ; and there would thus be only the one, t he former standard for 
coins of both metals. Substitute silver for Australian gold in the above 
ex ample, and the rationale of what may be called the "Bi-metallic singlo 
standard” will be easily understood. 
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1,0 dissipated by a thorough investigation; but, as yet, it has not 
attracted the careful study it requires; nor, so far as i am aware, 
received any official examination. The very large benefits it 
offers justify the demand for this at the hands of Indian 
Statesmen, and I trust it will soon he granted. If not, the 
approval of this Society cannot hut, form a most powerful, if 
not irresistible, claim to their attention. 


J. T. SMITH. 


London, 15th February, 1878. 
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ESSAY No. 7. 





Ox the La.tr Mp. James Wilson’s Argument, as to a 
Breach op "Faith and Injustice to tiie Natives or 
India, by Introducing a Gold Currency 

1 It is with much reluctance that I. add to what I have already 
written on this subject; for I hoped that this objection had 
been sufficiently disposed of by the arguments advanced by the 
late Lord Sandhurst in his Minute of the 8th Harch, 18(>I, 
chapters 3 and 4, and by myself in my Essay No. 1, paragraph 
45, and in the paper read before the Society of Arts 29th 
March, 1878, paragraphs 82 to 93. As, however, I have 
learned to my great disappointment that all written hitherto 
is, in respect to this objection, held to be quite inconclusive, 
and that I am considered to have avoided the unanswerable 
argument against a gold currency for Tndia given by the 1- <e 
Mr. James Wilson in his Minute of the 25th December, 
1859. quoted below, I feel irresistibly compelled to take up 
this objection again, and to give a separate and direct reply to 
the particular reasoning referred to. 

2. The following is the argument in question: — 

But. wo have to deal with a long established standard of silver in India, in 
which liabilities to a large amount, in the shape of public debt, and obhga- 
tions of varied character, running over a long series ol years, nave been 
incurred in silver. For it must borne in mind that a contract to pay a given sum 
of money is nothing more or less th an a contract to deliver a given weight of L 1 at 
metal which is the standard at the time the contract is made, and that to alt er 
or vary t i t standard and adopt another metal beoause it is cheaper, is simply 
to enable the debtor to break faith with the creditor. It is true that the metal 
in which a debt has been contracted may fall in value by a large increase in 
its quantity, but that is a risk which the creditor runs, and of which ho na? 
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do right t.o complain. In like manner the metal may r ise in value,, but that is 
a risk which tho debtor incurs when he enters into the transaction and or 
which, therefore, ho has no right to complain. If two men enter into a con- 
tract, ono to deliver and one to receive a given quantity of wheat at ft distant 
clay, however much wheat may have fallen in price in the meantime, the re¬ 
ceiver lias no right to complain, anymore than the deliverer would have, had 
it in the meantime risen ns much in price. But if the person, whoso auty it 
was to deliver wheat, finding that it had risen much in price since the contract 
was made, sought to deliver barley or some other grain, which m tho mean¬ 
time bad become relatively cheaper, the injustice of such an attempt would bo 
patent. But it would be equally unjust, after a contract had been made in a 
silver standard, to change the standard into gold, because it was becoming 
more plentiful, and, in relation to silver, likely to hocome cheaper. 


3 . jn regard to tho ahove, I tool sure that if the late Mr. 
Wilson were alive at the present time, he would be the first to 
acknowledge that liis argument, however well founded in regard 
t, 0 the circumstances of his hypothesis, would be wholly in¬ 
applicable to a proposal such as mine, viz., that of substituting a 
superior metal of equal full value for an inferior one. In fact, 
in regard to such a proposal, the wheat aud barley illustration 
would carry its own refutation. It attempts, from the patent 
in justice of substituting in a contract for a “ given quantity ” of 
a specified commodity, the like quantity of a different and 
cheaper commodity, to prove that there would be a breach of 
faith in substituting for one metal used in currency an equiva¬ 
lent quantity, that is an equal value of a superior metal. It is 
clear that in any ease the only injustice would be the payment 
of an inferior value, which, in regard to the gold currency, has 


never been proposed by me. . 

4 . But the matter ought not to be dismissed thus hastily. 
Tho general argument is based upon the false assumption that 
the essence of a bargain for money is the quantity of metal 
produced by it; the fact being that the real essence of the bar¬ 
gain is not dependent upon the quantity of metal delivered. 
Although the law obliges a man to take in satisfaction ot a 
debt a certain quantity of one specified commodity—a law in¬ 
dispensably necessary to prevent endless disputes--yet he might 
be required to take, instead, a specified quantity of some other 
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commodity ; and that without injury, so long as the two values 
were universally acknowledged and accepted as equal; as, in 
fact, the law does require him to do, where there is a double 
standard. In England, although a bargain in pounds sterling 
gives a man a legal right to so much gold, it is the fact that in 
97 cases out of every hundred his bargain is discharged without 
the use of any gold at all ; and although it is the fact that ulti¬ 
mately, it necessary, a creditor could demand and insist upon a 
delivery of gold, yet, except as a matter of convenience, it is 
wholly immaterial what he receives in discharge of his money 
claim, whether legal tender gold, silver, or notes, or the optional 
vender of cheques, bills, or even inconvertible paper, so W 
as that which is the real essence of the payment, namely, the 
purchasing power, remains intact. 

5. It is a mistake to say that silver, as zmetal, is the standard 
of value m India ; it is thercr^aof silver which is the standard 
ol value for other things ; in any other meaning the statement 
would he nonsense. When the value of the silver is chan-ed 
(he standard has varied. A creditor entitled to receive the 
value of so many rupees, though by the present law onlv able 
to enforce payment in silver coins, yet is not damnified^ the 
Jull value is made legally payable in gold. Still less if, when 
the s'dver rupees have declined in value, it is proposal to give 
his debtor the option of paying him the original value bar¬ 
gained for, in gold. It is a mistake to say that when a man in 
India makes a bargain for so many rupees, he bargains for so 
many grains of fine silver. I am sure I am not transgressing 
the truth m saying that in every case in India (for if there be 
such a thing as an exception, it only proves the rule), men 
bargain for rupees simply as “ money ” or purchasing power 
with the expectation that the value of the currency will remain 

substantially unchanged from the beginning to the end of their 
contract. 

0 , In Mr. Wilson’s illustration, the essence of the contract 
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is the delivery of Q> specified description of grain. In his appli' 
cation of it, forgetting that the essence of all money is its pur¬ 
chasing power, he triumphantly points to the patent injustice, 
as he would have lis believe, of substituting another money of 
an equally valid essence, namely, legal tender gold, of the pre¬ 
cisely same purchasing power. 

7. If, when rupees are worth and convey say 10 each, I 
make a bargain to receive 10,000 at a distant date, and when 
the time comes my debtor pays me 10,000 rupees, which aro 
worth and convey only 9 each, I hold that it is he who 
delivers the barley instead of the wheat. It is he that delivers 
an article decidedly inferior to that which we both intended 
and agreed upon; and he does so because, owing to the stan¬ 
dard not having been rectified, the law permits him to take the 
advantage. Again, if instead of my debtor repaying me 10,000 
rupees in silver money, now worth only nine each, he were to 
give me the same in gold worth ten, my view is, that ho would 
return me the wheat; Mr. Wilson’s man would return me the 
barley. 

8 . It is true, that it would be obviously unjust to make 
a law substituting a present equal value of gold as a legal 
tender instead of silver, for the reason, and with a well-founded 
expectation, as Mr. Wilson assumes—and which, indeed, is the 
sole foundation of his argument as to injustice—that the gold 
would decline in valuo ; hut my proposal is the very opposite 
of this; for it is that, after the value of rupees has begun to 
decline, and threatens to continue to decline further very 
seriously, it shall be, as far as necessary, restored, and for ever 
hereafter maintained at its true current value as compared with 
commodities; and at the same time the means supplied for 
international exchange, in the shape of full weight gold coins, 
bo as to get rid for ever of the fatal embarrassments and losses 
inherent in the present system. 

9 . in venturing to repeat my statement that the essence ol a 
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bargain for money is its purchasing power without any neces- 
sarv regard to the instruments or tools of exchange, 
observe, that to support and assist a man who has b.u gurnet o 
deliver a certain amount of purchasing power, to deliver lor lus 
own profit, a decidedly inferior purchasing power, and o argue 
that it is right to make it legal to do so, is, m my opinion, not 
only to ignore the facts and doctrines of monetary science, iu 
all the common principles of justice as well. 

10. Let us now examine the objection to my proposal, on the 
score of injustice, from another point of view. The stani arc 
of long measure in England is tlic “yard,” winch * by law 
about Mtlis of the length of a pendulum vibrating seconds in 
the latitude of Greenwich. Let us suppose that, from some 
unknown cause, the pendulum vibrating seconds were to shrink 
from 39 inches to 32| inches, the standam > m vou i - ac 
cordingly he reduced, legally, to 30 inches. A merchant, then, 
who previously to this shrinkage had contracted to deliver 
me 100,000 yards of calico sheeting, would have an unquestion¬ 
able legal right to acquit himself of his street by^delivering 
100,000 yards of the reduced size, equal to only 83,331 
actual contract, thus depriving me of 10,60(5 yards, unless w 
length of the yard measure were rectified by authority. *ow the 
argument opposed to my plan is, that it would bo wrong or 
the Government to rectify the measure, because tbey would 
thereby commit an act of injustice, by depriving the contiae or 
of the power of gaining, at my expense, the ad\ antage o i o 

accidental and unforeseen reduction of the legal yard. 

11. Here, then, referring to my proposal to introduce gold, is 
a measure which lias been earnestly desired by the Government 
cf India for the last fifteen or sixteen years ; which is unani¬ 
mously prayed for by the native population of every part of the 
Empire, and ivhich is urgently called for on the following 
grounds:— 
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1 . To rectify the intolerable evil of a fluctuating 

exchange ; 

2 . To rectify the still worse mischief of a different 

standard In India from England, Europe, arul the 
British Colonies; and also the present clumsy 
and unscientific arrangement of a standard currency 
which cannot be used for international exchange 
without a loss both ways of more than 2 per 
cent.; 

3. To remove the great injury inflicted upon the natives 

of India by withholding from them the means of 
turning to immediate account, in an urgent com¬ 
mercial crisis, their enormous hoards of gold ; 

4. To put an end to the very heavy losses on remittance 

at present suffered by the Government of India, 
and all merchants importing goods into it, as well 
as the constant uncertainties of the rate of ex¬ 
change, by fixing it for ever at 2 s. the rupee. 

12 . A measure, I say, proposed to effect those beneficial and 
important objects, without the least expense or injury to any¬ 
one, but, on the contrary, a very considerable gain, is objected 
to, as it appears solely, on the ground that it would prevent 
debtors on existing contracts from liquidating them with a less 
value than they had bargained for: a licence which they 
have acquired in consequence of the reluctance of the Govern¬ 
ment to rectify the standard of value. 
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On the Remarks of the Bombay Chamber of Commerce. 


13. In a report submitted by tlie Bombay Chamber of 
Commerce to the Government of India, dated the loth May, 
1877, are some remarks to which my attention has been called, 
as they are considered to militate against the adoption ol my 
plans, and necessarily to require an answer on my part, 

14 It would have been more easy to comply with this re¬ 
quisition, if the remarks in question had not been limited to a 
general and vague expression of opinions which in no way , 
apply to any proposals made by mo. The following are tho 
remarks referred to:— 

“ The fall in the price of silver relatively to gold did not weaken the 
belief of the people of India in the one standaid of value with which they are 
familiar, namely, the rupee; on the contrary, it only stimulated them to sell 
all the gold they could lay hands upon in order to avuil tliemsolvos of the 
opportunity of acquiring a greater number of rupees than usual in exchange 
for it. And it will doubtless occur to His Excellency in Council, that these 
proofs of tho keenness with which the natives of India detect and profit by any 
movements in t)io relative value of gold ar.d silver, show thut tho difficulties 
which other count ries have experienced in adopting a double standard would 
bo no less formidable in India ; and His Excellency will further no doubt fed, 
as tlie Chamber doos, that this fact alone, apart from considerations of sound 
policy, affords a sufficient answer to the many proposals (some of them ema¬ 
nating from quarters sufficiently influential to bo entitled to u hearing) to raise 
the rate of exchange by attempting in various ways to give tho rupee a value 
ditferont from its metallic value.” 

15; In this extract it will be observed that two opinions are 
recorded, namely, 1st. That owing to the keenness with which 
tho natives of India detect and protit by any movements in the 
relative value ol' gold and silver, it is plain that the difficulties 
which other countries have experienced in adopting a double 
SI mdard would be no less formidable in India; and Secondly. 
That this fact alone a (lords a-sufficient answer to the many 
proposals to raise tho rate of exchange by attempting to give 
the rupee a value different from its metallic value. 
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16. In regard to the first opinion, my reply is very brief and 
simple, namely, that I do not propose a “ double Standard” at 
all; not even, for a sing3e day. As a mistake on this point has 
once been made upon very high authority,* it may be as well to 
explain that although, according to my proposal, the rupees will 
continue to he legal tender for the largest sums af ter the Stan¬ 
dard is changed to gold, jet they will not constitute a second or 
double “Standard.”* To recur to the illustration made use of 
in my answer to Mr. Wilson’s argument; if our present Stan¬ 
dard for the yard measure, which is now regulated hv the 
seconds pendulum, were, in consequence of variation and 
instability of tbe pendulum, to be changed by law to a certain 
proportion of the base of Cleopatra’s Needle, or any other well 
known object, but so as to keep its present exact dimension 
unaltered, the Standard would in one sense —that of the model, 
or pattern to which all measures would have to be compared 
and adjusted—be altogether changed; but in another sense, 
that of the length to be measured, would not bo varied ; for 
the yard measures at present in use would continue to be legal 
measures; and any new “yards” hereafter made, instead of 
being conformed to the variable and uncertain length of tbo 
pendulum, would bo adjusted to tbe same length as before, but, 
as regulated by the base of Cleopatra’s needle, and would cor¬ 
respond with the measures hitherto and at present in use. 

17. This is exactly what would happen with the rupees when 
a gold Standard is adopted, according to my proposal. The 
rupees would continue to regulate prices and convey values on 
their former and present scale, and all new rupees added to 
the currency would correspond with that scale, instead of the 
depreciated value of the metal silver. 

The evil of a double or alternative Standard arises when 
the currency, or purchasing power, is procurable at one and tho 
same time by the delivery of either one of two precious metals 

* Vide Essay No. V., Paragraphs 4 to 16. 
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which vary in relative value. According to my proposal, this 
would not happen for a single day. Therefore, this ground of 
objection on the part of the Bombay Chamber of Commerce 
has evidently not the least application. 

18. The second objection above stated, is that any attempt 
to raise the rate of exchange by giving the rupee a value different 
from its metallic worth is sufficiently answered by the keenness 
with which the natives of India detect and profit by any move¬ 
ments in the relative value of gold and siver. Here it is evi¬ 
dently implied that it would be impossible for the rupee to 
maintain a market value in exchange superior to its metallic 
worth; although, at the beginning of the same paragraphia 
which this opinion is expressed, it is remarked, that the pur¬ 
chasing power of the rupee is unimpaired ; and further on, at 
the top of the 8th page of the Parliamentary Return, the fol¬ 


lowing occurs . — 

“ Tt is however ccnemllv hdieved that, excluding the ofTVets of the famine on 
prices, the purchasing power of the rupee in respect of ordinary ( articles of con¬ 
sumption, such ns the food of the people, remains undmmushed. 

19. If the opinion intended to be expressed be, as I have 
supposed, that the keenness of. the natives in appreciating 
changes in the value of the precious metals would prevent the 
rupee circulating at a higher value than its metallic worth, 
the above statement , that it retains its old value, coupled with 
the fact that its metallic worth has been for two or three years 
depressed, and for more than one year very heavily—so that it 
is now being exchanged with commodities for 10 or 12 per 
cent, more than its metallic contents would purchase, convin¬ 
cingly prove how wrong it is to suppose that the value of the 
rupee currency is regulated by the immediate worth of the 
silver contained in the coius, as fully explained in my Oth 
Essay, in paragraphs (50, 72 and 82, where it is shown that the 
scale of prices — and it is that which measures the value of the 
currency—is fixed by the average cost of procuring the legal 
tender coins ; the natives dealing with the rupees as “ money * 
or purchasing power, which latter varies very slowly, by the 
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gradual change of prices, although the separate additions to 
the currency may vary in exchangeable value very consider¬ 
ably from time to time. 

20. It is time, however, now to mention that, whether the 
opinion ot the Ilombay Chamber of Commerce be right or wrong, 
it does not apply to any suggestion of mine; because I do riot 
propose to raise the rate of exchange at all by lifting the rupee 
to a value superior to its metallic worth ; but my statement is 
that the rupee non has a value in India superior to its metallic 
worth,* which will certainly decline by degrees, and that it is of 
the greatest importance to prevent that decline, and maintain 
and fix it in a concurrent intrinsic gold coin of its full present 
value—an object which will be secured by raising the rate of 
exchange —not the rupees— to the point of equivalence with the 
English gold currency—and this I propose to do by a method 
which will bo recognised by every merchant as effectual; 
namely, on the principle of supply and demand, by cutting off 
the use of cheap silver by individuals — giving due notice and 
compensation when necessary — and restricting the supply of 
bills in proportion to the demand; till the rate of exchange, that 
is, tho cost of the new rupees added to the currency, is restored 
to two shillings; which is the present value, in India, of the old 
ones. 

•j I. My proposal, therefore, is not to raise the rale of ex¬ 
change by giv ing an artificial-value to the rupee — but, inasmuch 
as the rupee now has, in India, a current market value superior to 
its metallic worth,* to keep up that value, as a “ token,” and pre¬ 
vent its decline, hv putting a stop to the flooding of the cur- 
rency. Also, to raise the rate of exchange by restricting the 

Many persons, who cannot take in or realise the possibility cFcoins 
circulating in trade for inoro than their metallic worth, nevertheless seo 
readily that there is, and has been for ike last two years, an unusual profit by 
coining cheap silver and exchanging the rupees for goods. That unusual 
profit is tho difference between tho "current” or market value of the coins 
and the price of the silver they contain. In other words, between the cost of tho 
rupee and its "current ” value in exchange for commodities. 
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supply of “ Council Bills ” till it has risen to two shillings foe 
rupee; at which rate an unlimited issue of them. should be 
allowed, which would enable all parties who wished it to obtain 
silver coins; and by opening the mints to gold, give them equa 
facilities to obtain gold coins, at the precisely same cost- -ot 
gold.* so that the Indian currency would be automatically 
supplied with both silver and gold in proportion to the wants 

and conveniences of the public.t 

22 The remarks of the Chamber of Commerce on the subject 
of the export and import of gold are most interesting. They 
would have been still move so had tlie enquiry been pursued a 
little farther. The tola of 180 grains of pure gold, at the Bank 
of England price of 933d. per standard ounce, is worth 3bl-68d ; , 
and deducting 1 per cent, for freight and insurance from India 
to England, would produce in London an equal sum wit a a 
“ sight bill” for 377'8d. Hence the tola of pure gold is worth 
in India, for export to London, as many rupees as would pur- 
chase 377'8d, at the rate of exchange of the duy for sight >il s, 
and whenever it happens to be cheaper in the market than the 

price so indicated, will give a profit by export. 

23. If the data for 1875 and 1876, given at the endot the 
Report, be consulted with a view to this comparison, it will be 
found, as shown in the annexed Table, that, with the exception 
of December, 1875, and January, 1876, gold was too dear in 
the Bombay market for export till May in the same year, hom 
which time, till December, it afforded a slight profit, After 
that, with the exchange at l-9-|, it rose to nearly 18 rupees 
per tola, and the further exports on a large scale were put an 

24. I may here mention that in the first six months of 
1865, when the average value of a sight bill on London was 
25 CI.,’ the price of the tola of p ure gold was 15 rupees. _ 

• IhTsilvor" coins would be procured by Council bills, purchased with gold at 
the rupee ; and the gold coins by the delivery of gold bullion at the same rate. 

\ Tub E- say Y„ par. 83. 








TABLE. 


Showing the price of a Tola of pure gold necessary to produce the various Rates of Lxchango, 
by Sight Bills—- Bombay on London—in the years 1375 to 1877, and the actual Prices in 
the Market at the anno dates. 


Date. 

1875. 

Ex¬ 

change. 

Cost to pro¬ 
duce the rate. 

Price in the 
Market. 

Dote. 

1876. 

Ex¬ 

change. 

Cost to pro¬ 
duce the rate. 

Price in the 
Market. 

1876. 

a. 

d. 

Rs. 

a. 

P- 

Rs. 

a. 

P- 

1876. 

s. 

a. 

Rs. 

a. 

P- 

Rs. 

a. 

P< 

May.... 

1 

10 

17 

2 

9 

17 

9 

9 

May .. 

1 

8iV 

18 

9 

n 

18 

8 

0 

Juno .. 

1 


17 

10 

0 

17 

10 

0 

June .. 

l 

73 

19 

2 

a 

19 

0 

0 

July.... 

1 


17 

9 

2 

17 

9 

9 ' 

J uly .. 

1 

6tt 

ID 

15 

3 

19 

13 

6 

Aug. .. 

l 

911 

17 

6 

0 

17 

7 

9 

Aug, .. 

1 

7U 

18 

15 

3 

18 

H 

0 

Sopt. .. 

1 

9? 

17 

0 

m 

17 

6 

0 

Sopt. \ . 

1 

7{i 

19 

3 

1 

19 

1 

0 

Oct. 

1 

913 

17 

5 

2 

17 

5 

3 

Oct. .. 

1 

8* 

13 

13 

4 

18 

11 

6 

Nov. .. 

1 

9* 

17 

7 

7 

18 

8 

6 

Nov. .. 

1 

8* 

18 

6 

0 

13 

0 

6 

Hoc. 

1 

91 

17 

9 

2 

17 

9 

0 

Dec. .. 

1 

9| 

17 

7 

7 

17 U 

6 

18 6. 









1877. 









Jan. 

1 

9* 

17 

15 

0 

17 

10 

6 

Jan. .. 

1 

10 

17 

2 


17 

12 

3 

Fob. 

1 

3* 

17 

8 

4i 

18 

0 

6 

Feb. .. 

1 

913 

17 

6 

2 

17 

14 

0 

March .. 

1 

8f 

17 

7 

7 

18 

7 

0 

March.. 

1 

9* 

17 

15 

0 

13 

0 

0 

April 

1 

813 

17 

6 

9 

18 

4 

6 











25. A close examination of the fluctuations of the price of 
gold will show them to he in sympathy with the exchange; 
and the facts brought, to light by the Ileport of the Chamber 
of Commerce remarkably establish the truth of my views; for, 
while they prove that the current value of the rupees, as in¬ 
dicated by the tariff of prices, only undergoes a gradual altera¬ 
tion,* remaining after a long time apparently unaffected, in 
spite of a more or less heavy loss of metallic value; on the 

* Vide Essay VI. (read before Society of Arts), end of paragraph 11. 
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other hand, they show that, with an open llmMhe 
exchange varies with the fluctuating cost of the standa.il 

’““'I Some doubt may ho felt in regard to the statement of the 
Bombay Chamber of Commerce that the prices of art,clo, o 
exoort are governed, to a great extent, by exchange, " " r 
no doubt, true, and might seem to imply a. general rise of 
urines and decline in the value of the currency. But this is 
by no’means necessary; tlio vise referred to must take pi ^ 
whether tiro currency declined or not; ot » 'S f 

currency waits upon the flooding brought about by the fae 
U ous balance of trade. But when that natural process of 
remedy is hindered, as by the issue of an unusal amount c 

Co'-- r A- v iTorr:i:zz^'z 

mattersare'set right again by 

27 It is shown by the late returns, that to a eei tain , 
some flooding has already occurred. In ‘be yearn 18 t 0 and 

187T “ ^nd h ap^X'^r “ additiLs 

d". live year/ from 1873.4 to the end of 1877 «h tlie 
average additions during the 38 years previous to 1873, as 
l totortin my Essay No. I., paragraph 9, that the surplus add - 
tin amounts to about six millions sterling, whmh unless 
absorbed might produce depreciation to the extent o 4 • 
in to rupee The fact, also, of such a vast addition having 
been so quickly made, is a warning that it wou not a 
very long to bring about heavy depreciation , and it is i 
nortant to recollect that when once depreciation has h 
called to any considerable extent, it takes a long time to 

eff °~28 fallow matters to remain as they are, without inter¬ 
ference, is to acquiesce iu a course of events which may lead 

* Essay No.YI., paragraph 14. 





fo very serious embarrassment. There is no sign at present 
that the re-monetisation of silver by America will restore that 
metal to its former price in the London market; bur. as she 
will probably for some years to come consume and absorb the 
produce of her own mines, about seven millions—half the 
produce of the whole world—leaving the other half aided 
a little by Germany, and probably by part of the 50 or 60 
millions at present held by France and the Latin Union, 
for other demands, that circumstance cannot fail to support 
its position in the markets of the world. But the time will 
come, a few years hence, when the American currency will be 
sufficiently stocked with the proper proportion of silver to gold; 
and then there is no calculating how low the price of silver may 
fall. It is possible that tho losses already sustained may be but 
small in comparison with those which, if things remain, as they 
are, would be of a permanent character. 

J. T. SMITH. 

1st June , 1878. 

29. P. S.—Since the foregoing was struck off, I have had an 
opportunity of seeing the “ Hand-book of Gold and Silver” by 
an Indian Official. I have not had leisure for its perusal, but, 
turning to the methods proposed for effecting the change of the 
currency from silver to gold, which appears to be strongly ad¬ 
vocated, I think it desirable to notice one or two details; though 
upon most of the suggestions I would not venture to express 
any opinion, further than to say that I think a simple 
self-acting measure, quietly effecting the desired change by 
slow degrees, through, the ordinary operations of commerce, 
much to be preferred to any more sudden change carried out by 
the action of the Government. 

30. The Author proposes to stop [the coinage of silver on 
account of individuals, and thereby cause a rise in the rate of 
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exchange to Is. 10£d. or even 2s.; the sale of Council bills being 
discontinued for four or five years. 

31. Jle proposes a new gold coin, in the proportion of 15£ 
to 1 of the present silver currency; at winch ratio the 10 rupee 
gold piece would contain 10G - 45 grains of pure gold, and bo 
worth 18s. lOd. of English money. The rupee would, conse¬ 
quently be worth rather more than Is. 10-|d. (22.6088d.) 

He also proposes to re-coin all the existing rupees, adding 
10 per cent, to their metallic contents. 

32. Upon these proposals it may be observed— 

1st. That it would be a great inconvenience that, owing to 
the proposed weight of the new ten-rupee gold coin, the British 
sovereign would be worth Its. 10. 9a. 10p., instead of ten rupees. 
It would also follow that when remittances were again made by 
means of Council bills, there would be a permanent annual loss, 
supposing that 15 millions sterling were drawn for, of £'809,454, 
or about £10,720 per week. 

2ndly. The proposed re-coinage of the existing silver 
coins would be a laborious and expensive process 
(costing about 13 millions sterling), which would be quite 
unnecessary, and undesirable; because, with the exchange 
at Is. 10|d. the new rupees would be saleable in London at a 
profit when the price of silver is more than 55£-d. per ounce ; 
whereas, as they are, they would be safe, with a current value 
of Is. lObdtill the price of silver rose to 61M. per ounce; and 
if the current value be kept at 2s., as it is at present,* they 
would be safe till the price of silver rose to above G5bl. per 
ounce. The author has evidently forgotten that the rupees are 
already “tokens,” and that they have not yet lost the current 

* Vide the discussion on this point in the “ Journal of (he Society of Arte,” 
April 12th and 19th, and 3rd May, 1878. Also Essay XL, para. 18, and V. 
paras. 21 to 3f), in regard to the temptation to forgery, which is a mere bug¬ 
bear now; and should it ever hereafter become of importance, can then be 
dealt with. 





value they had when the exchange was at and above 2s. the 
rupee. 

Srdly. It would, I think, be a cause of very great dis¬ 
satisfaction if merchants and the public were cut. off froR all 
means of directly procuring the currency except by the pur¬ 
chase and transmission of Indian securities, and wero not 
allowed to coin gold.* If, as I have proposed, the exchange 
were permanently fixed at 2s. the rupee, the Indian Govern¬ 
ment Securities would inevitably, and naturally, rise in value ; 
and besides that, acquire a character of stability tbW' have 
never hitherto possessed. It is not saying too much to affirm 
that, had this been already effected, the saving which would 
result in the terms of the loan of two and a-lialf millions now 
about to be issued, would be more than one-third of a million 
sterling. 

33. All that is essentially required to bring about the desired 
change, is (o stop the coinage of silver and open the mints’to 
gold. This done, the rate of exchange, if there were no Council 
bills, would at onco rise to the rate corresponding with the 
price given for gold. If that were Rs. 38.14a. per standard ounce, 
the rate would be 2s. the rupee; and Council bills, if not 
issued iu excess, would gradually rise to that rate; previous to 
which, no gold would be offered for coinage. No other 
changes would be called for, affairs would quietly and silently 
adjust themselves,f and it appears to me wiser not to attempt 
any greater disturbance. 


* Vide “ Hand Book,” page 95, para. 8. 
f Vide para. 21, also Essay V., para. 83. 






FURTHER REMARKS. 


34. It is very important to point out that when the author of 
the “Hand-book ” suggests that the new gold coins for India 
should possess intrinsic value in the ratio of 15|- to 1 of the 
rupees of the present currency, he makes the mistake of con¬ 
founding the “ current ” with the intrinsic value of the 
rupee. 

35. If it be desired to substitute a new currency in India for 
tho existing one of rupees, the great point to be aimed at is 
that the new coins shall have the same permanent current 
value as the old ones, in order that they may circulate pre¬ 
cisely at “ par,” and make no disturbance or alteration in 
prices and contracts. Now, the “ current ” value of coins, 
or a circulating medium, that is, the value at which they are 
exchanged for goods, and regulate prices, is not necessarily 
identical with their metallic value. The latter might be 
“ nil,” as in tho case of " greenbacks ; ” and the current value 
of the present rupees in India has never been identical with, 
hut always superior to their intrinsic value. At present it is 
so to the extent of 10 or 12 per cent. Consequently, it is a 
mistake to base the value of a proposed new currency on 
the intrinsic value of the present rupees. 

36. Heuce thenew gold currency ought to be accommodated, 
not to the metallic value of silver, but to tbe “current” 
value of the rupees on which prices were founded before tho 
disturbance of silver began in 1873 ; and which, iaking the 
average of twenty years before that date, was not less than 
2s. the rupee. And this is the rate which the Government 
ought to adopt and carry into effect, for tho following 
reasons:— 

1st. Because in considering this question it is of the utmost 
consequence to hear in mind the very important principle 
that, so far as the interests of trade and commerce are con- 
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eerned, it is absolutely immaterial what rate of exchange (or 
relation between the rupee an l sovereign) is, once for all, 
fixed ; it being of no real consequence whatever, except tem¬ 
porarily, so far as immediate transactions and contracts might 
be affected; and even in regard to them, unless there be a 
sudden and very considerable change, the operation on prices 
is so slow as to bo almost altogether imperceptible.* 

2nd. Apart from temporary and immediate dealings, the 
only other interests which could be permanently affected 
would be old standing contracts. But it will be found by 
referring to the analysis made in Essay No. IV., paras. 
46 to 61, that the farther the enquiry is extended backwards, 
the higher the value of the rupee above 2s. is found to have 
been; so that to fix it for all future time at a rate at all 
affected for the worse by the disturbance which began in 
187-J, would be to add materially to the injuries which those 
interests had already suffered by the fall in the value of the 
rupee previous to that date. 

drdly. By an elaborate and most careful analysis sub¬ 
mitted to the Society of Arts in 1870, it is shown that the 
average value of the British sovereign for the fifteen years 
previous to 1867 was fully 10 rupees, or at the rate of 2s. 
the rupee. Again in Essay IV., para. 59, the same value is 
proved to have been on an average of the twenty years pre¬ 
ceding 1873, more than 2s.; and this is further confirmed 
in the discussion before the Society of Arts published in 
their Journal under dates 12th and 19th of April and 3rd 
May, 1873. 

* Clio degradation or enhancement of the vnluo of a currency takes 
effect very slowly, and tells only upon average prices ; the change being 
gradually effected; in the one caso by flooding, in the other by absorption. 
But an alteration of tho exchange nets immediately, and partially, upon 
exports and imports at the expense of prices in general.—Vide Essay VII., 
para. 20 
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4thly. That the rate of 2s. the rupee is incalculably more 
convenient than any other. And inasmuch as it is certain 
that commerce will adjust itself to any rate, so long as it is 
not fluctuating, it would he an inexcusable mistake to fix it 
for ever hereafter at a figure which unavoidably necessitates 
the perpetual use of inconvenient fractions. 

5thly. That to fix any lower rate than 2s. w uld not only 
bo unjust in regard to all old standing contracts, but an im¬ 
mense loss to the Government of India, as regards the value 
of its revenues in the markets of the world. 

37. The object of these remarks is to lead the way to the 
conclusion that the Government of India, instead of adapting 
the new gold currency to the metallic contents of the present 
current coins, ought to adapt it to the " current value ” of 
tire rupees, as they were before the disturbance began ; and 
as that was for the twenty years previously two shillings for 
the rupee, that is the rate which ought to be fixed for all 
future time; any trifling losses which might by any possi¬ 
bility bo incurred in regard to existing contracts being either 
prevented by notice, or liberally compensated, out of the 
enormous savings which the measure would in other respects 
secure to the Government. 


20 th June, 1878. 


J. T. SMITH. 
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REPLY 

TO THE OPINION EXPRESSED BY THE LATE EDITOR 01? THE 
“ECONOMIST,” AND REPEATED IN A REVIEW OF THE “ HAND¬ 
BOOK OF GOLD AND SILVER ” (8tII JUNE, 1878), TO THE 
EFFECT THAT “ WHEN THE ORDINARY ECONOMIC CAUSES 
HAVE WORKED THE ULTIMATE CURE, THEN THE QUESTION OF 
A GOLD STANDARD FOR INDIA MAY BE FAIRLY CONSIDERED.” 
IN A LETTER TO THE EDITOR, DATED THE IItH JUNE, 1878, 
NOT YET PUBLISHED. 

Sir, 

38. As it is of much importance that the whole question 
regarding the introduction of a gold standard and currency 
into India should be thoroughly understood; and as one of 
the remarks made hv you in your review of the “ Hand¬ 
book of Gold and Silver ” might tend to prevent an early 
consideration of the question, I trust that you will kindly 
grant me permission to bring to your notice a few facts 
which may lead to a modification of the opinion that the 
ordinary economic causes will work an ultimate cure of the 
existing evils; and that when that has been done, then the 
question of a Gold Standard for India may he fairly con¬ 
sidered. 

39. It may lie as well first to enquire, what is the origin 
of the present evils. I think no one will dispute that it is 
the depreciation of silver. Will ordinary economic causes 
cure this ? They did not produce it, and it can hardly he 
contended that they will cure it; unless it can he shown 
that they will restore silver to its former price. 

40. Permit me now to state what we may all understand, 


* 
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and what I think your own columns have shown that the 
economic laws will effect. Silver having partially lost its 
value, or appreciation, in one part of the world, the economic 
laws will carry it to those regions where it retains a higher 
value at present; and it will swell the currencies of those 
nations till, prices having risen, it will have lost its appre¬ 
ciation there as much as elsewhere. The economic laws 
will effect its distribution till the loss of value is equally 
shared throughout all lands ; and the metal, pro hac oice, 
has found its level. 

41. A similar effect would be produced in the physical 
world. If the bursting of a reservoir swamps a village, the 
laws of gravity will effect the ultimate cure, by bringing the 
waters to a dead level; but they will not stop the breach in 
the reservoir, nor empty ray drawing-room, if I have been so 
foolish or apathetic as to leave an opening. 

42. If, when the flood is rushing into my house, a friend 
ti lls me that after the laws of gravity ha ve brought about the 
ultimate cure, it will be time for me to think about keeping 
out the water, or raising the floor, I should be inclined to 
answer him that, as the laws of gravity will not empty my 
house, I would rather endeavour to prevent its being filled. 

43. Such is the position of India now. Silver has a 
higher value, in exchange for goods, in India than in Europe 
or America, and it is, accordingly, pouring into the country 
and flooding the currency. In a few years, if left alone, it 
will have wrought the ultimate cure; and all will ho, quiet ; 
the internal and external value of the rupee having been 
equalised; after which the rate of exchange will correspond 
with the price of silver—say Is. 8£d. the rupee. 

44. What are the evils India is now suffering from, and 
which have led to the suggestion of a gold standard and 
currency ? 



1st. The low rate of the exchange. 

2ndly. The constant liability to fluctuation of that 
ra te, so long as there is a sili ex* standard, in India 
and gold standard in England. 

3rdly. Heavy losses to the Government of India in 
their annual remittances. 

45. Let me take these “ seriatim,” and endeavour to see 
how they would be affected by the ultimate action of econo¬ 
mic laws, 

1st. The low rate of exchange would not be remedied, 
but would become permanent. 

2ndly. The fluctuations in the rate of exchange would 
be never-ending ; as silver will he more variable in 
future than it ever has been. Vide “ Economist,” 
28th October, 1876. 

3rdly. The loss to the Government of India would be 
unaltered, and liable to be increased by any further 
depreciation of silver.* 

46. Thus wo find that, if no action be taken, and it is 
left to economic causes to work out an equilibrium, not one 
of the evils above stated will bo remedied ; and, as we shall 
presently see, they will have become much more difficult of 
remedy. 

47. Now the case of India stands thus. The flood of 
silver is pouring into the empire, but lias not yet swamped 
the currency. Having been kept back by Couucil bills, it 
has done but little damage as yet; and by stopping the 
coinage of silver, it may be kept out, and the little mischief 
already done cured. 

48. I must, here draw your attention to the fact, that the 
currency of India is rapidly expanding. For the last 40 

* Besides the heavy losses, owing to the rise of prices, in the expenditure 
of an annual revenue of oO millions sterling. 
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years it has been added to at the rate of 6 millions sterling 
per annum; and it is likely to expand more rapidly, in pro¬ 
portion as the measures of the Government, for the increase 
aud development of the means of communication throughout 
the Empire, stimulate internal trade. 

49. By stopping tho coinage of silvor, and admitting 
gold at a fixed rate, the standard would be changed ; and if 
this he done in time, before the present silver currency is 
swamped and diluted, its value may ho maintained (as 
“ tokens,” which the rupees note arc, in reality), at what it 
is now, or was very lately, namely 2s. the rupee ;* and the rate 
of exchange fixed immovably (except as to the cost of trans¬ 
mitting gold either way) at that figure for ever hereafter. 

50. By this means all the three existing evils would be 

cured—namely 

1st. The low rate of exchange would bo permanently 
altered to 2s. the rupee. 

2ndly. The fluctuations of the exchange would be con¬ 
fined to the cost of transmitting gold either way. 

3rdly. The heavy losses, now sustained by the Govern¬ 
ment of India, in remitting 15 millions sterling 
per annum, would he wholly put an end to.t 
There would be other important advantages to the 
natives of India; but I refrain from enlarging upon them. 

51. It is important now to remark that, by stopping the 
flooding of silver at once, the further degradation of the 
currency would he prevented. If, on the contrary, the 
measure be left till the ultimate economic cure is effected, it 
will have fallen in value, by the rise of prices, from two 
shillings to Is. 8£d., or whatever the rate might then be. 
The author of the “Hand-hook” thinks it would he lower; 


* Vide note at the foot of page 12. 
t As well as all losses from a rise of prices. 









but supposing it were even Is. 9d. the rupee, it would then 
be impossible at once to restore its value. Indeed, not until 
time sufficient elapsed to allow the absorption of the flood 
excess; and as this absorption would go on at the rate oi. 5 
millions sterling per annum ; and as it would have required 
a surcharge of about 20f millions * to dilute the currency 
down to Is. 9d., it would take some four or fire years to effect 
the recovery; besides involving a double disturbance of prices 
throughout India. First their gradual increase till the flood 
reached its height, and then their decrease till it was 
absorbed. 

52. If this be a true representation of t.ne case, you will, 
1 hope, agree with me that it would he better for the Govern¬ 
ment of India at once to take tlio necessary steps to reform 
the coinage, than to wait till more mischief lias been done, 
and more difficulties accumulated, to oppose improvement. 


(Signed) 


J. T. Smith. 


11th .Tune, 1878. 


* Over and above the 5 millions per annum absorbed. - 


W#terlow & Sons Limited, Printers, London Wall, London 
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Appendix. 

Diagram No. I. 

DIAGRAM No. 1, showing the variations in the rate of 
exchange (Council Bills on India), during the year 1S76. 

According to M. Girard de Quetteville's Circular. 

^‘ ke curved line, marked a, b, c, d, represents the 
greatest variation of the rate of exchange, and the greatest 

departure from the normal rate of 2s. the rupee, with a gold 
standard. 



N.B.—The mean rate during the year was about Is. Sid., the 
highest Is. 10gd., the lowest Is. G|d., these being 9146 and 
9,7o per cent, on each side of the mean rate, or a total variation 
ot nearly 19 per cent. The mean rate being no less than 14 8437 
per cent, below the normal rate of 2s. the rupee, the highest 
during the year being 6-77, and the lowest 22-916 per cent, 
below the same. 
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Diagram No. II 




DIAGRAM No. 2, showing the value of the Rupee in Fence, 
during the present century, viz. : from A.D. 1800 to 1877. 
Essay tSf- para. 60. 
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the average, the gold bullion necessary to form a 
sovereign^ 128*27*1 grains standard) is equivalent 
inZlnTtol first-rate bank-bill for 240 pence, 
plus 2* ner rent., that is 246 pence, 

V 21 It is obvious this is only an average state- 
meat and that various circumstances may. trom 
tinn> to time, slightly modify the equation. It, 
f„r instance, the rate of discount m Londonwere 
6 percent , gold would, for six-months bills, be 
worth H per cent, more than its intrinsic equiva¬ 
lent U the rate were only 2 per cent., then it 
could bo sold without loss for ody U p^ 1 
more. And the same may bo said for the allow¬ 
ance for interest during transit. Vt e we, how¬ 
ever, nov- only dealing with averages, and there¬ 
fore what lias been already said is sufficient, and 
it leads to the conclusion lhat gold from Australia 
may be delivered in India in any quantity, in ex- 
t-bi.nge for unexceptionable six-months bills, at 
the rate- of 21 per cent,, above its London price. It 
may bo usefal to add that the Bank of-England 
nncVfm a tola of pure gold is 381*6818 pence, 
and 9.4 per cent beyond that is 691*22386 pence. 

- • \j u ‘ Condon rate of discount be such as to re¬ 
live S) i per cent, to be added, a merchant could 
Afford to sell his tola of mire »» m^y 

rupoe 1 as aro shown by dividing 3J1 22 by the 
number of pence given fora rupee m six-months 
oilis. For instance, when the ro te is 2s., he 
could sell 

pure gold for 2"3Lor 16 rupees 2 am,as per tola. 

If the London rate of discount be loss than 4 per 
cent, he can afford to sell his gold cheaper, and 
rice versa . But if tbo rate of exchange be high, 
the price of gold necessarily falls in due propor¬ 
tion. At 2s. Id- per rupee (London discount be¬ 
ing, as before, 4 per cent.), the price of gold 

would be ; '- U ‘ 22 - or 15*648952 rupees per tola 


25 


pure. 


22. Let us now alter the conditions, and sup¬ 
pose that, the exchanges being adverse to India, it 
is necessary to send gold to England; we have to 
inquire at what rate, supposing the gold existed 
in India in the accessible form of gold currency, 
it could be transmitted to England, and what, 
N vould be its value as compared with first-rate 
six-months’ bills. Hero, taking tlic same form of 
illustration as before, vremay remark that sove¬ 
reigns worth 240 pence in London would m the 
event of its being necessary to transmit funds 
thither from Calcutta, bo of a 1 per cent, 
more value than a first-class six-months bank 
bill, because it takes the same time to 
«eud both to London and realise them, and the 
cost of sending the gold is about 1$ per cent. 
The bill costs nothing to send, but it most, on its 
arrival be discounted for the six months, at an 
average charge of 2 per cent. The difference is 
4 per cent., in favour of the sovereign remittance, 
and hence each sovereign in Calcutta would be 
worth 240 pence plus i per cent., or 240 b pence, 
in a six-months’ bill. ,, . ,,, 

23. We have now established the fact that, 
supposing n gold currency of sovereigns coined 
free of charge existed in India, any amount of 
tnetal required for the purpose could be Fuji plied 
from Australia, and tho value of the corns so 
struck would vary from a maximum of 246 pence 
to a minimum of 240*6 pence in first-class six- 


months’ commercial bills. Hence the mean value 
of the sovereign would be equal to 243*3d. in six- 
months’ bills. 

24. We have next to find out the average value 
of first-class commercial six-months’ bills, in 
rupees, in the Calcutta market, and then com¬ 
pare the two, viz., the gold and rupees. By 
returns with which 1 have been favoured from 
the India-office, showing the average monthly 
price of first-class bills in the Calcutta market, it 
appears that, throughout the sixteen years from 
1853 to 1868 inclusive, the average rate was 24*39 
pence per rupee. Consequently, ten rupees 
would command 243*9 pence in hills. But the 
mean value of the bullion contained in a sovereign 
is, as we have just seen, 248*3 ponc< in bills. 
Hence, if coined without charge (as in England), 
the sovereign would be of less value than ten 
rupees, the difference being 0*6 \u 243 pence, or 
about one-fourth per cent. Dividing 243*8 by 
248*9 we have 9*975 rupees as the true value of 
the sovereign. 

25. In the above statement I have endeavoured 

to show what the value of the sovereign must 
necessarily he, if it were established as legal 
tender in India, sumjosincf the rates of exchange 
to hr on the average what they have been for the 
last sixteen years. But the results are open to 
this correction, that they are based on the assump¬ 
tion that the present, disproportion of the charges 
of freight and insurance between Australia and 
Calcutta on the one hand, and Australia and 
London on tho other, will continue; a most im¬ 
probable supposition when coupled with that of 
au Indian gold currency. IVere the rates of 
freight and insurance properly adjusted, the 
effect would be to reduce the value of gold in 
the above calculation by one-fourtli to one-half per 
cent. more. , , . , 

26. These remarks appear to show, conclusively, 
that if sovereigns were coined in India free of all 
expense, they could and would bo supplied at & 
less cost and current value than ten rupees, sup 
posing the latter to be of the same valu • as that 
which they have borne on the average during the 
lust, sixteen years; bat. it must be observed that 
this conclusion involves the supposition that there 
is a ready market for the gold, such as n mint 
would he, and ibat the metal can accordingly be 
tt t once disposed of for the net valin• at winch it 
can be afforded. This has not been the case 
hitherto, and it may be useful as well as interest¬ 
ing to trace the effect of this want of a ready 
market in the enhanced market price of gold. 

27. It has been shown that the value of gold 
must, as a matter of necessity, be superior to 
that of six-months’ commercial bills, representing 
its intrinsic worth in the English market, tho 
superiority amounting on the average to 38 
pence in each sovereign, or about 12 per cent. 
Hence, an ounce, of standard gold in corns would 
be worth 945*828 pence in good six-mouths’ bills, 
and a tola (180 grains) of pure gold would be 
worth 886*9*29 pence in bills. Now, the average 
price of bills for the last sixteen year* having 
been 2*439 pence per rupee, wo have only to 
divide the number of pence in a six months’ bill, 
equivalent to a tola of pure gold, by the number 
of ponce in a six months’ bill given on the aver¬ 
age for a rupee, to obtain the value in rupees of 
pure gold. On doing this (dividing 386*929 by 
24*39) it follows that the average value of gold per 
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tola, pine, as compared with bills, was 15 rupees 
10 annas 9*9 pies (which, it must be remembered, 
is the rate at which it could certainly he delivered 
at the mint), is more than g. per cent, below the 
price (15 rupees 14 annas 10*3 pies) which would 
yield sovereign for It) rupees, and nearly 11 per 
cent, beluw the average actual selling pace, 
which, as stated before (par. Hi) was, during the 
sixteen years referred to, 16 rupees 1 anna 5 
pies per tola pure. This difference between the 
rate at which it could be and what it actually has 
been sold, shows the effect of the absence of a 
certain market, and the other cause above referred 
to ( Vide par. 16). 

28. A difficulty may perhaps arise in conse¬ 
quence of its having boon stated, in par. 20, that 
whoti the exchange is favourable to India, and 
the rate, for instance, is ‘2s. Id. to 2 b. 2d. per 
rupee, a sovereign’s weight of standard gold is 
worth 216 pence in bills; and in par. ‘22, when 
the <.\cchang« s arc against India, and the rate, 
for instance, Is. lOd. per rupee, it is worth only 
210*6 pence, whereas, it is w 11 known that gold 
is much dearer in the Calcutta market during an 
adverse titan during a favourable state of tho 
exchanges. This apparent contradiction will be 
explained when we consider that, during a favour¬ 
able exchange for India, bills command a much 
lower price in rupees than during an a lverse one, 
so that when the rate, for instance, is 2s. 2d. per 
rupee, a sovereign worth 246d. in a six-months’ 
bill would be equivalent to only 9‘46 rupees • when 
the rate is 1b. li)d. per rupee, a sovereign worth 
240*6 pence hi a bill would be equivalent to 10*93 
rupees. Thus tho largo number of pence in a 
bill represents a smaller number of rupees. 

29. If we were to attempt todeduco an average 
value of gold from an average of the- prices so 
calculated from the highest and lowest rates of 
exchange, we should be led to a somewhut higher 
value of gold, because a fall in the exchange has a 
greater effect in raising its price than a rise has 
in lowering it. But the result so arrived at would 
be inaccurate, because it will be seen, from what 
immediately follows, that the introduction of a 
gold currency would have the effect of restraining 
tho variations of exchange within narrow limits ; 
and the value of gold, as deriv.dfrom tho normal 
rate, agrees with that stated in pars. 24 nnd *27, 
making the bullion value of the sovereign g per 
cent, less than 10 rupees. 

30. For instance, if we assume that a gold cur¬ 
rency of sovereigns, at. the rate of 10 rupees each, 
were established in India, the short exchange 
between England and India could not fluctuate 
more than 2s. to Is. Hid. per rupee. In regard i 
to the former, win n the exchanges were favour- j 
able to India, gold would bo laid down there from | 
Australia at its English value, and the 123*274 grs. 
of standard gold, which would otherwise have 
produced 20s. in England, will become 10 rupees 
in India, thereby saving the expense of transmis¬ 
sion from Loudon, in regard to the latter, 
sovereigns in free circulation in India at 10 rupees 
each, will be sent home at an expense of if pci* 
cent., thus giving an exchange of 1 i. llid, Tho 
greatest fluctuations would, therefore, be from 
2s. to Is. ll$d. r or one per cent, on either aide of 
the average. At present, the greatest, fluctuation 
amounts to $ per cent, or even more on either 
side of the average ; but this refers to six-months. 1 
bills, and at times uuut inciudo venations in the 
rate of discount 

31. We may also observe that the establishmei 
of a gold currency in India w’^ttk^not only red 


tho fluctuations in the exchange eight-fold, but 
would put an end to a very Targe unnecessary 
expense now incurred in supplying the wants of 
India for specie. Including the loss of interest 
during transit, silver caunot he sent out to India 
at,a less charge than 2$ per cent., nor placed iri 
currency for much less than 5 per cent.; and 
those charges, at the rate of supply of the last 
ten years, amount to half a million per annum, 
of which tho whole would be lost, and £275,009 
more, making the total loss of £775,000, on the 
return of the metal to Europe during an adverse 
exchange. Gold, on the other hand, would be 
landed in India at itp European cost only, thus 
supplying India at a saving of £300,000. And 10 
millions in value would be returned to Europe at 
the expense of about £225,000, which would be 
the whole loss, instead of £775,000. 

32. On summing np the results at which we 
have arrived by these three different methods of 
inquiry, we find that, by the first method, as 
applied to the lust fifteen years, the value of tho 
bullion contained in a sovereign is found to bo 
10 0158026, &c., rupees, or 10 rupees 0 amrip 
3 pics. 

33. By the necond method, the bullion value o’ 
the sovereign in rupees, taking the average oi 
the last fifteen years, is found to bo 10*099 rupees, 
orlO rupees 1 anna 7 pies. By the third method, we 
find tho bullion value of the sovereign, us reckoned 
on a fifteen years’ average, 9*975 rupees or 9 
rupees 15 annas 7 pics, all those valuations being 
subject to reductions on the establishment of the 
gold currency, as shown in the following table 

Table Showing the Bullion Value or a 
Soveheign in Rupees. 

First Method.. 10 0JS8 { Su 4« ct toa redaction 
( of \ per cent. * 
(Subject to A reduction 
Second Method 10*0995 of JJ per cent., f 
( besides 1 per cent. 

Third Method.. 9 9760 j au ^ c , ct to a potion 
( of $ per cent. J 

Average 10*0301, or 10 rupees 0 annas 
6$ pies. 

34. It will bo observed that tho valuations above 
stated are subject to heavy deductions, owing to 
causes sure to come into operation on the estab¬ 
lishment of a gold currency and a certain market 
for gold at a fixed price' As the calculations 
have been founded on data collected from the 
most authentic sources with great can during the 
past, three years, it is not probable that they will 
be found very fur from correct; and et en supposing 
that they should be sensibly modified by later 
information or facts derived from other sourcesj 
there seems, nevertheless, to bo little room for 
doubt that the future value of gold would be so 
much reduced by a free communication with the 
mines, and its establishment as the standard 
currency of India, that tho British sovereign 
would probably need tho addition of a mint 
charge, to ft greater or less extent, to bring it up 
to a fairly estimated equality with the 10 rupees 
hitherto current in India, as expressive of legal 
contracts ami the commercial value of the 
liabilities of tho Government. 

J. T. Smith. 
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EMtfrom Report of Conference . held bp the India- Committee of the Society 

of Arts, 1870. 

ON' 'IHK METHODS OF COMP^|te ^ ^ 

1. Before proceeding to explain tho various 
methods of calculating the relative values in 
India, of gold and silver, it is.necesawy to yja 
few words about averaged A fair estimate of the 
truth cannot b* arrived at, unless an independent 
and unbiased judgment be first formed as to the 
number of venrs’ average best suited to tho pur- 
po&o. I *b«ll mVBeli on the lu-ejait ocradoo refer 
to the statistics of tho years 1853 to lBM. tite 
largest number uf which reliable data are pro¬ 
curable, and beyond which tho important in¬ 
fluence of the gold discoveries in Australia uoe& 
not come into operation. . , 

o It must be remarked also that, in calculating 
the average market-price of silver and gold, 
allowance ought to he made for tho quantities 
imported and sold at different times. To do tins 
involves troublesome calculations, and it is not 
always that the labour very much alkcts the 
result. Tbia may, perhaps, account tor tho 

onussmn. above referred to aro as 

° First.—By taking the average prices of the two 
metal* in the ports whence they arc supplied, and 
adding to them, respectively, the costs and all the 
expenses of their transmission to India. 

‘ Secondly.—By ascertaining tho average market- 
price of gold bullion, in rupees, m the Indian 

m Thirdly.—By ascertaining tho value of the 
bullion contents of a sovereign, in rupees n tho 
Indian market, as compared with tho value of 
good biUs on England, as shown by the quoted 
rates of exchange. . ... ... . 

4. First Method.—To begin with the first of 
the above methods of calculation, it may ho well 
to state that the value of gold bullion in India 
is very ncnrlv the same, but, if anything, rather 
less than in London. This has been brought 
about bv improvements in the means of com¬ 
munication established of late years. Although 
in some degree a repetition of what has been 
before stated, yet, as the observation is a novel 
one, bearing upon the subject under discussion in 
all its aspects, a little further explanation is 

desirable. . .. 

5. It, is almost unnecessary to mention that 
gold bullion sent to England for sale fetches the 
invariable price of £3 17s. Od. per standard ounce, 
immediate payment; to which it may be added 
tlmt, lately, large quantities of gold produced in 

* Australia have been sent by the Peninsular and 
Oriental Company’s steamers via Ceylon to Eng- 
land. When at Gallo, (in Ceylon), goods and 
passengers are within a week’s transit of Calcutta 
or Bombay, but not nearer than about three 
weeks from England. The practice has been 
established by the principal hanks having branches 
in Australia and the East, to telegraph instruc¬ 
tions to ilieir agents in Galle, as to tbn destina¬ 
tion of gold arriving there on its way t.o England. 

When the exchange with India and the price of 
gold rise above n certain point, orders are sent to 
alter the destination of the gold to Calcutta, or 
Bombay, where it is sold, and bills on London 
purchased with the proceeds, thereby producing 
a better result than the actual delivery of th 
gold, itself at the Bank of England in exchange 
fpr the £3 17s. 9d. per ounce, as above stated. 


fi. At present, we have no further connection 
with this fact than to point out the inference 
that gold bullion, which is on its way to England 
for sale at £3 17s. Od. per ounce, must on its 
arrival in Covlon be worth cml& £3 1*8. dd-1 it 
ounce, less the charge of conveyance and delay, 
<fec., from Ceylon to England:; and tho same gtld 
taken to Calcutta, cairn, fc in reality be worth 
more tlian the same £3 17s. fid. per st^idiod 
ounce, less the difference between all the chart s 
of the longer voyage from Ceylon to wnl 

the shorter one from the same place to Calcutta. 
Owing to the absence of competition,it happens 
that, just low, the charges for freight and insur¬ 
ance bv the Peninsular and Oriental Company s 
steamers are more for the shorter than the longer 
voyage; but the difference in the loss of tunc, 
owing to the greater length of the voyage to 
England, makes up for the overcharge ; so that, 
including delay, the cost of landing gold bullion 
in Calcutta or Bombay is not more, and (.u a goal 
currency were established, and a large supply of 
bullion required to feed it, so os to induce com¬ 
petition) it wall probably be materially less tlian 
the cost of delivery in London: and hence its 
Value may safely bo calculated as the same. 

7. The value of standard gold bullion tn India 
may, therefore, be taken as being, in English 
money, £3 17*. Od. per oz. or less. Wc will now 
inquire into that, of silver bullion. 

B. In rnv “ Remarks on a Gold Currency for 
India,”* published in January, 1808, 1 gave ft list 
(at page 33) of the London market prices of sil¬ 
ver'taken from the Parliamentary papers, sup¬ 
plemented by information very kindly furnished 
to mo by Messrs. Pixley, Abel, and Langley, ex¬ 
tending from 1853 to the end of 1866. To this 
I aril now abio to add the facts for tho year 1 867. 

{). The ordinary average price, taken m tho 
common way, for these fifteen years, is 6r3375d. 
per standard ounce. The freight and chargesin¬ 
curred in m ruling this to India, including loss o. 
interest during transit, amount to 2? per cunt., 
which, added to the cost in London, brings up 
tho price per oz. in India to 68*024282277id. But 
the English standard ounce of silver contains-Mi 
grains of pure metal, so that the ounce of pure 
silver would be worth iu India 63*f)2428 X tut oi 
08 * 13436885078 . Ou the other hand, the ounce 
of standard gold, containing 440 grains pure, 
being worth in India, as above explained, 933d., 
the ounce of pure gold must be worth 
033d. X US, or 1017*81818181 
Hence the relative valuo of 
metals, according to the above 


pence, &c. 
the two 
statement, 


1M7.8181818181 & or 14 . 988SW . 

68 18435 

10. The above appears to be tho relative value 
of the two metals, as bullion, in their pure state*, 
and tho same ratio applies also when both con¬ 
tain the sum proportion of alloy, win--b i thy 
case with rupees and sovereigns. So that, to find 
the value of a sovereign, containing 128*274 
grains of standard gold, in rupees, wc have to 
multiply the number of grains by the above ratio, 
to show the corresponding number of grams of 
rupee standard silver bullion of equal value; and 
secondly, iu order to induce this bullion to 


! 








tmSTfy 


80 




rupees in coin, to take off from tho amount so 
obtained tho Indian charge* of mintage, 2T per 
cent. 

11. Now, 123*274 x 14-988890 1341*510198826 
grains; and deducting 2*1 percent, from this,the 
remainder is 1802'8148698, or rather loss than 
6 th per cent, more than 10 rupees, of 180 grains 
each, being exactly 10*01680, &c., or 10 rupees 0 
annas 8 pies ( Vide par. 32.) 

12 . It must bo here observed that the above 
result is arrived at by using the valuation of 
silver founded on the ordinary average. The 
value of gold has been taken without any deduc¬ 
tion for the high freight and insurance now 
charged between Australia and India. 

13. It must further be remarke d also, that the 
values above calculated are based upon the pre¬ 
sent cost of transmission of the silver to India 
applied to the former average market prices. To 
obtain a true average of the value of silver 
bullion in India in former years, the. price of each 
year ought to bo added to the cost of transmission 
of the; same year, and if this were done, the aver¬ 
age value of the ounce of pure silver would be 
i per cent, more than has been above shown, and 
would be represented by a price in English money 
of 63*4750d., tho value of the gold contained in a 
sovereign being then only 9 rupees 15 annas 51 
pies. 

14. Second Method. — This method is corn- 
par ativelv more easy and intelligible than cither 
of the others, as it is the mere statement of the 
actual Helling price, in rupees, in the Indian 
market, of gold bullion, as quoted in the returns, 
and reduced to “ standard ” fineness. 

15. Taking the fifteen years from 1853 to 1867 
inclusive, the average price of gold in tho Calcutta 
market is 257*4 annas per tola, pure. The result 
is very nearly the same, whether the ordinary 
average be taken, or if it be calculated in the 
more exact manner above referred to. 

16. Taking the above average, it appears by 
mere proportion that when the tola, or 180 grain t 
of pure gold, costs 257*4 annas, the 113*001605 
grains pure in tho sovereign must he worth 
161-592295 annas, about one per cent, in excess 
of ten rupees, or 160 annas, the exact value being 
10-099518 rupees. It must he observed, however, 
that in discussing the comparative values of the 
two metals for coinage, we are bound to consider 
the cost of both as delivered to the mint. Now* if, 
ns has been proposed, gold were coined free of 
charge, and paid for immediately on delivery, its 
comparative cost would be much less than the 
average market pric-.., where, in addition to the 
pause presently to l»e stated, it is enhanced by 
charges which would be avoided by delivery to tho 
mint, viz., brokerage, delay, and the necessity tor 
selecting finenesses to suit the market. These 
causes united amount to half per cent.; hut the 
chief cause which tends to raise the market 
price of gold above what, in the nature of things, 
it must needs be, and shortly will be, is that, for 
want of telegraphic communication between India 
and Australia, a groat deal of gold is actually 
sent from London, at an extra cost of nearly two 
per cent. In fact, gold which might be sent 
direct from Oalle to India, virtually comes to 
London, and is sent back again burdened with the 
unnecessary* cost of a six weeks' voyage. This is 
owing to the following causes:—The gold market 


in India is a very limited one, and very sensitive, 
and cannot be supplied with so costly a i article 
as gold on speculation ,* for a very slight addition 
to the stock onuses a fall in the price, so that the 
despatch from Sydney or Melbourne of a precious 
commodity which cannot be kept waiting for a 
rise of prices would be attended with the greatest 
risk; and lienee, with the exception of bullion 
which happens to be on its way to England, and 
capable of diversion to India, sudden changes in 
the market can only he met in London, prices 
being reported, and sales “for arrival’ being 
effected by telegram. As before explained, this 
involves an additional expense of nearly two per 
cent., and therefore adds to the average quotations 
of prices in the market; but it will certainly bo 
put an end to whenever telegraphic communica¬ 
tion shall have been successfully opened between 
the two continents, or when there is a steady and 
certain market for gold at a fixed price. 

17. Third Method.- -The method of calculating 
the average relative values of silver uud gold in 
India by means of the exchanges, is founded on 
the folio.ving principles:— 

18. ‘When the balance of trade is in favour of 
India, and bullion is required to be imported, it 
has been above shown that it may be delivered 
there at the same cost as in England, if not le-ss ; 
and it must be especially noticed that the gold bul¬ 
lion imported into the Indian market arrives there 
in lieu of being delivered at the same time and 
cost as iu London.* Its value in Calcutta, there¬ 
fore, must be equal to its value in London, as 
either alternative is equally at tho command of 
tho owner, and hence, in order to exchange it in 
Calcutta without, loss for a bill on London, ho 
must do so at such a price as would give him the 
same value as the gold would fetch in London at 
the very time of sale in Calcutta ; that is to say, 
for example, in exchange for an ounce of standard 
gold he must have at least the equivalent of 
1*3 17s. 9d. payable in London at the very time of 
his parting with the hnllion in Calcutta. 

19. Tho effect is nearly the same,-f-and it will, 
perhaps, make the explanation more clear if, in¬ 
stead of applying our remarks to an ounce of 
standard gold, we refer to the quantity contained 
in a sovereign, and say that a bank manager or 
merchant lauding gold in Calcutta, must, to avoid 
loss, exchange every sovereign’s weight of standard 
gold for the equivalent of a bill for 2-10 pence, 
payable in London at the very time of sale. 

20. A first-class six-months’ bill will be neceawC 
surily detained a month in transit, and be disflaB 
counted on its reaching London; and if wo 
assume the average rate of discount at 4 per cent., ^ 
thus making the charge for six months 2 per¬ 
cent., and allow 1 per cent, for the loss of interest^ 
during tho transmission, we arrive at the fact 
that when gold bullion is required to bo sent to 
India it is more valuable there by 21 per cent, 
than first-class six-months’ bills ; amt that, on 


* Tho time is in fact not tho «nroe. ns it would not reach 
London f-»r two weeks after it would arrivo in Calcutta, 
hut the differenco in tho freight and charge* by tho Penin¬ 
sular and Orient .1 Company at present make up for this 
delay, ns before explained, so that, as regards values, the 
K.>11 is about t he same in both places. 

t The only diflfcrcnco is that the bullion centaurs of a 
sovereign would not be quite worth 84u pence, hut onl » 
about'.'-19*0 pence; aothat, by u»1ok 2t0 pc>uce, tho sold 
is reckoned nta trifle ftbovo Its true value. 
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